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“YOU'RE LUCKY, MR. WATTS!” 


HAT do you mean, lucky?” thun- plays and bill enclosures.” 
dered Amos Watts, President of “Well...what’s stopping you? Orde 

North-South Utilities. them.” 

“TI mean we’re lucky that you picked “Yes, Mr. Watts. But I still think we’r 
this time to play up Silex Glass Coffee lucky.” 

Makers.”’ ““How’s that?” 
“Why, Simpkins?” ‘“‘Because Silex is the only glass coffe 
“National advertising, Mr. Watts. On maker with a Self-Timing Stove. And ir 

the theme—‘GIVE THE BRIDE THE _ the Self-Timing Stove that’s responsibl 

GIFT SHE WANTS!” for a good cup of coffee every single time. 
“Say, that’s a line you might plug.” “You've got something there, young 
“And there’s something else.” Simpkins. And figures prove that eve 
“What’s that?” time you sell a Silex Glass Coffee Make 
“Free mats, Mr. Watts. And free dis- _ you’re likely toadd 87 KWH to the load.’ 








BRIDES BEG ; FIGURES PROVE... 
FOR THIS ° 
BRETTON ... that waffle irons add only 60, toasters add 


ELECTRIC — only 30, mixers add only 10—but every time yo 
MODEL sell a Silex you step up your load an average 0 
$AA95 / 87 KWH! 
a fF ... that Silex is the best known, best recognized, 
a Se most wanted brand of glass coffee maker on the 
market! 
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THE SILEX COMPANY .. . HARTFORD, CONNECTI 
Creators of the Glass Coffee Maker Industry 
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Gas Companies Feel Safe in 


Recommending 


ARBER Conversion BURNERS 


In their conception of a wider public service, most gas 
utilities now unquestionably include thorough investiga- 
tion of gas appliances which they sell, recommend, or 
sponsor. Before such equipment is approved, exhaustive 
tests, or a substantial record in actual consumer use, are de- 
manded. A performance history covering over 20 years, in tens 
of thousands of installations, qualifies Barber Burners, above all 
others, to demonstrate such merit. This explains why leading 
Gas Authorities so widely approve Barber Burners for their 
‘customers’ use. 


Yy 


Standard Models come in 8 
ss for round grates 12” to 34” 
diameter. There is also a wide 
ge of sizes for oblong grates. 
burners easily and correctly 
istable to grate dimensions. 
ted in A. G. A. Directory of 
proved Appliances. Ask for 
og and Price List on Con- 
Burners for Furnaces 
Boilers, Burner Units for 
Appliances, and Gas Pres- . 
Regulators. fag 7, a No. 104-B 


Barber Burner 


No. 324-B Barber Burner 


E BARBER GAS BURNER CO., 3704 Superior Avenue, Cleveland, Ohio 


e BARBERS?2%SBURNERS~  e 


For Warm Air Furnaces, Steam and Hot Water Boilers and Other Appliances 
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Send for this Book 


It may prove an eye-opener to you. 
It discloses many facts that you should 
know about modern mechanical name 
and data writing — vital information 
which has probably never before 
been brought to your attention. It 
covers every angle of comparative 
costs, speeds, flexibility, etc., of ex- 
isting methods. When you’ve read it 
you'll have the straight story on 
what’s been going on in addressing 
equipment development; what today’s 
— new trend is, and why. Just request 
N, D.C. on your business letterhead. 


1 allie THE ELLIOTT ADDRESSING MACHINE CO. 


Utilities 157 ALBANY ST., CAMBRIDGE, MASS. 
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} a ee the indisputable demonstration by 
political experts that the whole thing is 
just a fantastic impossibility, and notwithstand- 
ing other comment ranging from cynicism to 
astonishment, Wendell L. Willkie continues to 
be spoken of very seriously as a Republican 
presidential candidate. Just why this mysteri- 
ous upheaval of all natural political laws 
should take place during these troubled times 
is only the crowning puzzle in a series of puz- 
zles which have followed in the wake of the 
incredible Hoosier. 


Ir some years ago, when the wounds left 
from the struggle over the Holding Com- 
pany Act were still fresh and when the poli- 
ticians still had the entire public utility indus- 
try over the barrel, one had asked any po- 
litical observer worth his salt to select a person 
“least likely to succeed” in the race for presi- 
dential candidacy, it is quite likely he would 
have answered, “A public utility executive.” 
If, during that same period when H. L. Men- 
cken made his famous remark about the Re- 
publicans being able to elect a Chinaman, some- 
one had asked him, “How about a utility 
magnate ?” the cocky sage of Baltimore would 
probably have hesitated. 


Anp yet here we are a bare fortnight away 
from the Republican national convention for 


RILEY E, ELGEN 


The Washington Plan is not fool proof; it 
needs careful and constant supervision. 


(SEE Pace 787) 
JUNE 20, 1940 


HERBERT COREY 


Is the Willkie “candidacy” born of a wide- 
spread yearning for common sense in gov- 
ernment? 


(SEE PAGE 771) 


1940 and Wendell Willkie (by the grace of 
stockholders in meeting assembled, president 
of the Commonwealth & Southern Corpora- 
tion), 1932 supporter of Franklin D. Roose- 
velt, canters down the back stretch as a lead- 
ing “dark horse” possibility for the Republi- 
can presidential nomination as the result of a 
candidacy which emerged solely from amazing 
personal appeal. 


On ty recently Dr. Gallup’s handy handi 
capping device had the utility stable entry in 
fourth place for the Republican stakes and still 
pulling up. Our veteran Washington corre- 
spondent, HEerBert Corey, who has carefully 
watched this Willkie boom grow from the time 
it was only a cinder in the eye of Attorney 
General Bob Jackson, endeavors to explain this 
political phenomenon in the leading article in 
this issue. 


¥ 


Fagot the problem is more than a half- 
century old, utility regulators still strug- 
gle with the difficulty of rewarding utility 
management according to its just deserts with- 
out involving discrimination. Probably the 
most successful device which has been used to 
reward efficient management is the “sliding- 
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FOR LOW-COST ELECTRICAL DISTRIBUTION 
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8 PAGES WITH THE 
scale, profit-sharing” arrangement originally 
imported from Great Britain. The blue ribbon 
exhibit of the success of this device is the 
celebrated Washington Plan, which was in- 
stalled in the capital city in 1924 and has been 
producing substantial annual electric rate re- 
ductions ever since. 


But there have been other and less success- 
ful attempts at sliding-scale regulation in the 
United States. The Detroit Plan, a variation 
of the Washington Plan, used for gas rates in 
the motor city, recently collided with a local 
political feud and was submerged. Boston 
abandoned the sliding scale in 1926 after twenty 
years of indifferent application, and a some- 
what similar experiment in Dallas has not been 
heralded as an outstanding success. 


Wuy then does the Washington Plan con- 
tinue to gain added luster with each passing 
year? Some critics say that the city of Wash- 
ington had a head start because the local utility 
companies agreed on a basic rate valuation— 
a formidable hurdle which has not been sur- 
mounted so successfully elsewhere. Others say 
the city of Washington ‘has had certain charac- 
teristics which have been particularly adapt- 
able for utility rate reductions during the years 
in which the Plan has been in operation. Still 
others say that the Washington Plan has been 
successful because it has had the benefit of 
continuous and diligent supervision of a high- 
calibered, commission, as distinguished from 
other similar experiments which languished for 
want of care. 


In this issue (page 787), Ritey E. Eicen, 
chairman of the public utilities commission of 
the District of Columbia, gives us a complete 
discussion of why, in his opinion, the Wash- 
ington Plan has been such an outstanding suc- 
cess. This article contains supporting data 
which have never appeared heretofore in the 
considerable literature on this interesting regu- 
latory experiment. The author of this “article 
was born in Maryland and educated at St. 
John’s College in Annapolis (B.S., ’03), be- 
ginning his career as an engineer. He served 
as valuation expert for the Interstate Com- 
merce Commission for many years before join- 
ing ee District of Columbia regulatory board 
in 1932 


¥ 


N modern warfare, it seems that it is the 

civilian population and industrial enter- 
prise that are called to the colors long before 
fighting troops are actually mobilized. Feats 
of the German army were made possible only 
by the 70-hour week and other privations of 
the German people toiling in plane, tank, and 
munition factories several years before the 
European war was declared last fall. 


Now that America finds a pressing need for 
stepping up her national defense, we likewise 
hear the Washington bugles blowing for in- 
dustry to “fall in,’ even though the threat of 
actual belligerence for America is not in the 
immediate prospect. T. N. SANpIFER, Washing- 
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EDITORS (Continued) 


T. N. SANDIFER 


Now is the time for all good utilities to come 
to the aid of their country. 


(SEE PAGE 779) 


ton journalist and former White House cor- 
respondent for International News Service, 
analyzes the part utilities will play in the pres- 
ent program. (See page 779.) 


Even state commission regulation of utili- 
ties is affected by the impact of the rearma- 
ment program. This is evidenced in the decla- 
ration recently made to President Roosevelt by 
Harry Bacharach, president of the National 
Association of Railroad and Utilities Commis- 
sioners and head of the New Jersey commis- 
sion. “Where national interests are at stake,” 
he said, “the state commissions know no state 
lines.” (See page 818.) 


¥ 


MONG the important decisions preprinted 
from Public Utilities Reports in the back 
of this number, may be found the following: 


Tue Utah Supreme Court, in reviewing a 
determination of the commission that it had 
jurisdiction over nonprofit electric codperative 
associations serving only their members, con- 
siders the various tests of status of public 
utilities. (See page 129.) 


Tue Montana Supreme Court, in reviewing 
a commission order reducing electric rates, 
considers the various theories for rate making 
as well as the various factors affecting a rate 
base. (See page 151.) 


THE next number of this magazine will be 


out July 4th. 
Cahir 
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These Are Records... Crumbling Ashes 
After A Utilities Record Building Burned 


Not merely old papers were destroyed 
len fire struck a New York utility October 
, 1939. Included were fixed property 
nds, vouchers, cancelled checks, meter 
omation. Two years of work went up in 
wke when the company’s continuing prop- 
ydata were burned. 


(nce more tile walls and concrete floors 
led to save inflammable paper. Only 25% 

the salvaged documents were legible 
hugh to be copied. 


Don’t duplicate this costly experience. 
Appraise the worth of the safe-equipment 
now “protecting” your record assets. Do it 
at once—while they’re intact. Precautions 
you take may prevent a crushing loss. 

Remington Rand will help with your 
analysis, will lay out a definite program, will 
specify record protection equipment pre- 
cisely certified for the value of your records 
and the hazards they face. Get in touch with 
our nearest branch. Write or ’phone today. 
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PREPRINTS FROM PUBLIC UTILITIES REPORTS 


Various regulatory rulings by courts and commissions reported in full text, 
pages 129-192, from 33 PUR(NS) 
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AC CEPTED- i. Benen ace 


ngineering executives purchase equipment on demonstrated performance. That's why en- 


ineers in every conceivable industry purchase Vulcan and the reason why Vulcan was sold 


In forty-three states, every Province of Canada, Porto Rico, Territory of Hawaii and eleven 


preign countries during the past year. The following partial list of representative contracts 


or 1939 demonstrate the popularity of Vulcan among engineers in every type of industry 


ho have taken the time to investigate the reasons for Vulcans rugged dependability. 


Many of these contracts are repeat orders, real evidence that Vulcan gives highest satis- 


action. 





Socony Vacuum Oil Co East St. Louis, Mo. 
Town of Albion Albion, Indiana 
Pairpoint Corporation New Bedford, Mass. 
Charleston Navy Yard Charleston, S. C 
U. S. Naval Academy Annapolis, Md. 
Metropolitan Life Insurance Co....New York City 
Park Chester Housin Development 
Griesdieck Western Brewery Eetuvite > 
Minot Normal School Minot, N. 
Southland Paper Mills 
Bethlehem Steel C 
Norfolk Navy Yard 
Fairmont keg | Light Co 
Evenson and Leverin remy 
Socony Vacuum Oil 
City of Bellefontaine 
Gallinger Hospital Woriegien "D. c. 
Colorado State Agricultural College 
Fort Collins, Colo. 
Navajo Agency Ft. Defiance, Arizona 
Victor Chemical Company....Mt. Pleasant, Tenn. 
‘ee Field, U. S. Lig my.» ..Ft. Lewis, Wash. 
F. Goodrich Compa Clarksville, Tenn. 
Senna National Wateane. Winnipeg, Man., Can. 
Carnation Compny Sherbrooke, Guebec, Can. 
Alexandria Steam Generating Co... Alexandria, Va. 
South Porto Rico Sugar Company 
Santa Domi . Dom. Rep. 
George Ziegler Company Milwaukee, Wis. 
Atlas Powder Company Stamford, Conn. 
Colorado State Capitol 
gf ag Powder Company rg toga Del. 
U. S. Military Academy West Point, N. Y. 





Container Corporation of America 
ee oy Ohio 
Commodore Perry Housing Project. . 
DeKalb State Teachers College 
United States — Corp. 
The May Compan 
United States Sonal Hospital. . .San Diego, Calif. 
Frankford Arsenal Philadelphia, Penna. 
Central Park Pumping Station Chi i. 
Virginia Public Service Co 
tlas Powder Company 
City of Fairmont 


rm 
Froedtert Grain and Malting Co..Milwaukee, gr 
Sonoco Products Company Garw: N. J 

Sheridan Brewing Company... .Sheridan, Wyoming 
City of Fort Colli Fort Collins, Colo. 
Ingenio on .Buenaventure, Columbia, S.A. 


South Carolina Electric and Gas Co....Parr, S. C. 
American Woolen Company ‘Fulton, N. Y. 
Keystone Public Service Company.Oil City, Penna. 
Power Comp Chickasaw, Ala. 
Pennsylvania Power and ‘Light Co. 
Harrisburg, Pa. 
Holyoke Gas and Electric Co.....Holyoke, Mass. 
Durkee Famous Food Chicago, Ill. 
Blanton Company St. Louis, Mo. 
Continental Diamond Fibre Co..Bridgeport, Penna. 
Westinghouse Electric and ag eee 
Company, Lima, Ohio 





Libby, McNeill and Libby 
Vanadium Corporation Naturita, Colo. 
Philadelphia Electric C y....Chester, Penna. 








Vulean Soot Blower Corporation does not 
build down to a price. Vulcan builds into their 
equ eng? thirty-seven years of experience; 
build by highly skilled engineering and plant 
personnel of long service, using the highest 
type material that hard exacting service has 
demonstrated is the most practical for its 
purpose. The result is trouble free, long years 


of service, making unnecessary frequent serv- 
icing—and when service is required, skilled 
field engineers on their rounds, offer it gladly 
to maintain your Vulcan equipment in top 
condition. Ask the Vulcan Sales or Field En- 
gineer WHY Vulcan MUST build into their 
equipment the most rugged, trouble free, 
lowest maintenance you can buy. 


VULCAN SOOT BLOWER CORP., Du Bois, Penna. 
bai. ai. di ib. ai. di di. i>. di ai ab. aib. dib. aib aib dib. ai ¢ 
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Remarkable Remarks 


“There never was in the world two opinions alike.” 





—MonrTAIGNE 





GrorGE L. CULLEN 
Sales manager, The Harrisburg Gas 
Company. 


EpiroriAL STATEMENT 
Forbes. 


Tuomas E, Dewey 
New York District Attorney. 


Tom SCULLY 
Retail Sales Promotion, 
Philadelphia Electric Company. 


EpirortAL STATEMENT 
Industrial News Review. 


WENDELL L, WILLKIE 
President, Commonwealth & 
Southern Corporation. 


Exvior H. SHARP 
Editor, The Investment Dealers’ 
Digest. 


BENJAMIN MARSH 
Director, Peoples’ Lobby. 


Davip LAWRENCE 
tditor, The United States News. 


W. ARTHUR SIMPSON 
Director of Old Age Assistance for 
State of Vermont. 


H. W. Prentiss, Jr. 
President, National Association of 
Manufacturers. 
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“A company is known by the men it keeps!’ 


» 


“Too many regulators are becoming strangulators.” 


¥ 


“I favor the St. Lawrence seaway and always have.” 


¥ 


“Even the geysers that spout hot water in our national 
parks are gas heated...” 


“Labor’s worst enemy today is Federal spending and its 
allied evils, debt and taxation.” 


“Just as business fought against regulation, so govern- 
ment today resists every effort to curb its authority.” 


¥ 


“Administration of the Utility Act and the Securities 
acts by the same body is bound to result in embarrassment 
to that body.” 


¥ 


“Every major mechanized nation in the world today, 
except America, is operating its economy under vigorous 
government control.” 


¥ 


“The death sentence provision of the utility law is the 
first really far-reaching attack on the American system of 
private ownership ever made.” 


“Working for government and living off government 
has become the great American profession and is con- 


tinually being promoted, developed, and expanded.” 


> 


“Reasonable umpiring on the part-of government is 
right and proper, but government umpiring is quite a dif- 
ferent thing from national economic planning.” 


12 
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NEWS 


Ze): 
EXECUTIVES 
IN 
TODAY’S 
BURROUGHS 
DEVELOPMENTS 


FOR CUSTOMERS’ BILLING 


A fast, new machine that is equally adapt- 
able to bill and stub, bill and ledger, or 
bill and register sheet plans of customer 
billing. 


FOR BILL PROOF, RATE, AND 


REVENUE STATISTICS 


A multiple register machine which produces 
rate and revenue statistics as a by-product 
of the bill proving operation. 


FOR CASHIERS 


A low-cost machine that receipts customers’ 
bills and at the same time provides a locked- 
in record and total of money collected. 


FOR GENERAL ACCOUNTING 


A range of machines with features that speed 
up and simplify the handling of general ac- 
counting records, including material and sup- 
plies, labor, transportation, accounts payable, 
operating, construction, general ledger and 
property records. 


FOR FORMS WRITING 


Electric forms writing machines with fea- 
tures that reduce the cost of multiple forms 
including delinquent notices, purchase orders, 
accounts payable vouchers, reports, etc. 


The above are only a few of the many recent 
Burroughs developments that do the work in 
less time, with less effort, at less cost. Your 
local Burroughs office will be glad to give 
you complete information about them. 


BURROUGHS ADDING MACHINE COMPANY 
6379 SECOND BLVD., DETROIT, MICHIGAN 


“Burroughs 


DOES THE work ~ LESS Tea EM LESS SPORT =<0F LESS COST 
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GrorcE A, DoNnDERO “There is no comparable area on this earth that includes 
Representative from Michigan. so many of the requisite qualifications for a master project 

as the Great Lakes region of the United States.” 

¥ 

H. OBERMEYER “The average electric bill represents less than 13 per 
Assistant vice president, cent of the average household budget, but it generates 9() 
Consolidated Edison Company of per cent of the emotional rancor of the average house 
New York, Ince. holder, if you judge by the speeches of some political 


commentators.” 


EpitorIAL COMMENT “Until Civil Service regulations are more completely 
Nashville Banner. operative in all agencies of government and the publit 


service, the administration of these cannot be assured of 
that high degree of efficiency it should command, consider- 
ing what it costs.” 


CHARLES J, ZIMMERMAN “Our concept of personal freedom rests on a tripod, of 
President, National Association of | which one leg is representative of democracy; another, 
Life Underwriters. civil liberties ; and the third, private, free enterprise. You 


cannot undermine one of these legs without having the 
whole structure crumble.” 


* 
Leon PHILLIPS “From the control of production of oil it is but a simple 
Governor of Oklahoma. step to the control of refining, control of transportation, 


and control of marketing. Partial control of one branch 
of an industry, once established as a policy, leads in- 
evitably to control of the entire industry.” 


¥ 
EpITorRIAL STATEMENT “Not since those remote pre-war days when the big- 
The Nation. business press was sure that the ICC would prove the 


ruination of the railroads has a regulatory body been 
subjected to such vicious and misleading attacks as those 
now being directed against the National Labor Relations 
Board,” 


i 
Pau V. McNutt “We are not greatly menaced here by the danger of 
Federal Security Administrator. invasion by the legions of Hitler or of Stalin. Our danger 


is that we may continue along the road of permitting the 
centralization of controls in business and finance until 
the nation is driven by poverty and despair to accept a 
dictator of its own. It could happen here.” 


¥ 
JeroME FRANK “Tn connection with private enterprises, we lawyers are 
Chairman, Securities and Exchange acknowledged experts in adjustment. Too often, how- 
Commission. ever, some lawyers fail to employ that sure skill in their 


dealings with government, That is a dangerous attitude. 
In a period of rapid social change, that is bad medicine 
for our democracy. Adjustment, resilience, the art of 
wise compromise—those tools of the lawyer’s trade need 
to be generously applied .. .” . 
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because Cities Service 


publi¢ 
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isider- 


pletely knows your problems! 


Cities Service Oil Company engineers are concentrat- 
ing their efforts daily on solving the various lubrication 


wid a problems with which industry is faced. 


other, P 
Wherever moving surfaces come together, no matter 











Bee what the speed or load, Cities Service can recommend 
authoritatively the correct lubricants to use. Whether 
you need heavy greases for 
imple massive gears or the lightest 
~~ of oils for delicate precision 
Is in- machines, Cities Service is 
ready to fill your every need. 
Cities Service engineers will 
fe be glad to discuss your lubrica- 
been tion problems with you. 
oca 
CITIES SERVICE INDUSTRIAL OILS 
rol Compressor Oils Marine Engine Oils 
tied Cutting Oils Quenching and Tempering Oils 
fee Diesel Engine Oils Sewing Machine Oils 
pt a Cylinder Oils Spindle Oils 
Star Ice Machine Oils Transformer Oil 
Leather Finishing Oils Turbine Oils 
Loom Oils Wool Oils 
are 
OwW- 
on Hour of Stars—The Cities Service Concert with Lucille Manners, Ross Graham, 


the Cities Service Orchestra and Singers under the direction of Frank Black, broad- 
cast every Friday evening at 8 P.M., E. D. T., over the N. B, C. Red Network. 


cine 
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ieed 
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recovery pro- 
vided by all 
Elesco Econo- 
mizers are inherent in the design. 
The normal heating surface of the 
economizer tubes is considerably in- 
creased by the addition of welded 
fins. With these fins occupying a 
vertical position and the _ tubes 
closely spaced as well as staggered, 
a series of sinuous passages are pro- 
vided which guide the gasses into 
most effective contact with all parts 
of the heating surface. 


Other factors which determine 
economizer efficiency are favorable 
in the design of the Elesco Econo- 

















HIEF rea- mizer. Pressure drop is minimized 
sons forthe by smooth streamlined surfaces 
high heat within the tubes which facilitate 


water travel at all points where the 
direction of flow is changed. 


Smooth exterior surfaces of tubes 
and fins curtail the formation of 
eddy currents in the gas stream to 
minimize the formation of soot de- 
posits and thereby reduce any tend- 
ency toward external corrosion. 
The two types of Elesco Econo- 
mizers designed to suit different 
conditions of service are briefly dif- 
ferentiated at the left. Investigate 
the one that suits your requirements 
before specifying your next econo- 
mizer equipment. Write for catalog 
EE-5. 






{eaters COMBUSTION ENGINEERING COMPANY 200 Madison Avenue, New York, N. Y. 


||ENGINEERING 
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Sell The Furnaces That 
Have Selling Advantages 


NIAGARA 


Winter Air Conditioning 
and Gravity Units 


7... outstanding features of Niagara Gas Furnaces give 


you plenty of selling advantages to speculative, con- 
tract builders and home owners alike. 


With Niagara, you sell the advantages of copper 
chrome cast iron: or... Toncan iron heat exchangers... 
a selection of belt or direct drive blowers with two speed 
control ... the exclusive Niagara summer-winter switch 

- modern casing design . . . concealed inner controls 

. and A. G. A. approval. With these go two most im- 
portant sales features — low prices and high operating 
efficiency. 


Write for complete information. 


The Forest City Foundries Company 


2500 West 27th Street Cleveland, Ohio 


Established in 1890 
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with VALDURA ASPHALT 
ALUMINUM PAINT! 


Power to protect against the rav- 
ages of weather and corrosion— VALDURA 
on any surface! That’s the reputa- paint products 
tion of Valdura Asphalt Aluminum Enamels 


Paint. Check these features: Wall paints 
Exterior paints 
@ Resists acid, fumes, moisture | Aluminum paints 
i Asphalt paints 
@ 25% more coverage and service Roof coatings 


@ One coat hides. Stays bright Varnishes 














Investigate Valdura’s low-cost FREE: Send for sam- 
per-square-foot-per-year-of- ple, literature and 
service in the public utilities field. name of local dealer. 


The Choice of Leading Utilities 
VALDURA PAINT PRODUCTS 


Manufactured by 
AMERICAN ASPHALT PAINT CO., 43 E. OHIO ST., CHICAGO, ILL. 


SPRAGUE COMBINATION METER-REGULATOR 


LATEST ACHIEVEMENT 
IN 
GAS MEASUREMENT AND 
CONTROL. 








For Manufactured, 


Natural and Butane Service 


Write for bulletin. 


THE SPRAGUE METER CO. 


Bridgeport, Conn. 
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than Ever Before 


J 


IMPORTANT OPERATIONS 
INCIDENTAL TO EVER 
PIPE-LAYING JOB. .| 


THE CLEVELAND-Model 80 











1. TAMPS— with the Model 80 you can re- 
place as much or more dirt than was taken out. 
Machine operates astraddle of trench or 314 feet 
from edge. 


2. BACKFILLS— With the Model 80 you can 


work from either side of the trench either pull- 
ing in, or pushing in dirt. 


3. LAYS PIPE—poom and cable winches dl 


Model 80 have been made extra strong per# 
mitting handling and laying pipe, pulling sheath¢ 
ing and doing other light crane operations. 

















Write Today 
for Com- 
plete Details 
and Specifi- 


cations 























THE CLEVELAND TRENCHER COMPANY | 


“Pioneer of the Small Trencher” WY 
20100 ST. CLAIR AVENUE CLEVELAND, OHIO 
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Customer Usage Data 
© At Lower Cost ein Less Time 
e With Greater Accuracy 





THE ONE-STEP METHOD 





R & S Bill Frequency Analyzer: developed for our Utility Rate Service. 
The kw.-hrs. billed are entered on the adding machine keyboard. A tape is 
prepared of all items and a consumption total accumulated which serves as a 


control. At the same time—through this single operation—the bill count for 
each kw.-hr. step is made by the electrically controlled accumulating registers. 











@ A continuance of frequent rate changes—the necessity of checking load-building 
activities—the pressing need for current data on customer usage—are but a few of 
the reasons many Companies are using R & S ONE-STEP METHOD to analyze and 
compile information required for scientific rate making. They have not only reduced 
the costs on this work, but have obtained monthly or annual bill-frequency tables in 
a few days instead of weeks and months. 


@ Write for your copy of "The One-Step Method of Bill Analysis," an interesting 
booklet which describes briefly how these savings are accomplished. 


Recording & Statistical Corporation 


Utilities Division 
102 Maiden Lane, New York, N. Y. 
Boston Chicago Detroit Montreal Toronto 
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NGILLS 


Watch out for dog-eared forms. They are a sure sign of poor 
paper. And poor paper means smudgy, illegible typing; 


sloppy erasures; sagging, crumpled, hard-to-file forms 
and sticky, drooping index cards. 


June Z 
















You can end these faults—and the mistakes and ineffi- 
ciency that go with them — by making Weston’s Machine 
Posting Ledger and Weston’s Machine Posting Index your 
standards for all machine accounting forms and index cards. 





WESTON’S WESTON’S 
MACHINE POSTING MAGHINE POSTING 


Ledger IJudex 


Made especially for machine bookkeeping in Buff, Made in Buff, White, Blue, Ecru, Salmon and Pink 
in subs. 24, 28, 32 and 36, and in White, Blue and in 180M, 220M, 280M and 340M—basis 2544x304, 
Pink, subs. 32. Has 50% rag content for strength Has a ledger finish that takes typing clearly; will 


ba Extra 
1 f i not smudge and can be erased repeatedly. 
and durability and a perfect surface for smudge strength and tnep indke ficdek tbe wend te 


proof typing, easy filing, clean erasing; and a without bending or tearing. 
one-way grain direction that makes forms stand WINCHESTER INDEX comes in the same 
straight in trays or binders, Moderately priced. weights and colors at the same price. 


Write Byron Weston Co., Dept C., Dalton, Mass., for sample books showing 


all weights and colors of both index and ledger grades, and for Weston’s Papers, 
an interesting publication packed with ideas and information about paper. 


WESTON’S PAPERS 
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Your business form requirements are more than 
met by the variety of quality forms manufactured 
by Egry. Continuous Forms with or without inter- 
leaved one-time carbons; Allset and Foldover indi- 
vidual unit sets; padded and special forms .. . all 
engineered to your individual requirements ... a 
complete form system to expedite the writing of ail 
initial records. 

A request will bring a special prepared brochure 
containing samples of Egry forms now in use by 
utilities. Address Department F-620. 


. 


The EGRY REGISTER Company 


Dayton, Ohio 
SALES AGENCIES IN ALL PRINCIPAL CITIES 
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SAVE ON DOOR OPERATIO 
AND MAINTENANCE COST 


A battery of Kinnear 
Steel Rolling Fire 
Doors on headgates 
in a power house. 














) 























Here are four hard-hitting rea- 
sons for the proved economy of 
Kinnear Rolling Doors. 


But they tell only part of the story. 
Add these facts: That Kinnear Roll 
ing Doors save maximum floor and 
wall space ... That they open upward, 
out of the way and out of reach of 
damage ... That snow, ice and swollen 
ground can’t hamper their action ... 
That they’re more convenient in every 
way. Space won’t permit listing all 
their advantages. 


Kinnear Rolling Doors are built to fit 
any doorway, with either motor or 
manual control. For details, write 
Kinnear today. 





The h I AY AY L A i Manufacturing Company 


?U60-80 FIELDS AVENUE CULUMBUS, OHIU 


Factories; Columbus, Ohio, and fan Francisco, California 
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Tested Progress 







As a result of recent experience with the Company's newer 
products, the purchaser of B&W steam-generating equipment has 





available the marked advantages of important changes made recently 
in the Company's boilers. 








He also has the assurance that these new designs are practicable. 
They have been tried out and are working—reliably and satisfactorily. 









For example, there are now in operation, 26 B&W Boilers with Two- 
£ rea: 


















Stage Furnaces, one of which has been in service since 1930. Five 
my of B&W Open-Pass Boilers are in regular service in two plants—two in 
operation since March 1937. Eight B&W Radiant Boilers are in op- 
eration—two for over a year. Over 240 Integral-Furnace Boilers are 


story. 

- Roll. in operation. The oldest has been in service since 1933. 

rand 

ward, Opportunities for the power engineer are therefore greater 
ach of 

allie today than ever, because of this new steam-generating equipment— 
ee of proved reliability—that is backed by a company with an estab- 
every lished policy of protecting the users of its products. 

ng all 

to fit 

or or 

write 


THE BABCOCK & WILCOX COMPANY 
85 LIBERTY ST. NEW YORK, N. Y. 
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ROBERT A. BURROWS’ 


PUBLIC 
UTILITY CHART 


ELECTRIC LIGHT AND POWER @ GAS @ TRANSPORTATION 
WATER @ COMMUNICATIONS @ INVESTMENT COMPANIES 
ETC. 














@ Showing at a glance @ 


“INTER-RELATION AND CAPITALIZATION OF THE PRINCIPAL PUBLIC 
UTILITY HOLDING, OPERATING AND INVESTMENT COMPANIES 
AS OF JUNE 1, 1939” 


ALSO SERVICE AREA MAPS OF THE PRINCIPAL 
PUBLIC UTILITY SYSTEMS IN THE UNITED STATES 
(Chart Size—34” x 28”) 


An indispensable reference for @ Public Utility Executives @ Utility Supply 

Companies @ Banks @ Brokers @ Investment Counselors @ Trust and In- 

surance Companies ® Public Service Commissions @ Investors ® Or any one 
interested in any phase of the Public Utility Industry. 


e e PLEASE NOTE e e 


Chart is printed on 32-lb. i soe paper in ONE COLOR at $2 


per copy, or in NINE DISTIN E COLORS at $3 per copy, postage 
prepaid. Colors used in bar graphs afford an excellent chart for fram- 
ing or desk top reference. 


If trie MAILING is desired add 25c for special 3-ply mailing 
tube. 


QUANTITIES of ten or more copies, for complimentary distribution, 
at reduced prices, on request. 


€ 
Order from 


PUBLIC UTILITIES REPORTS, Ine. 
Munsey Bldg. Washington, D. C. 
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All Robertshaw products enjoy the great advan- 
tage of the work carried on constantly at the 
Robertshaw Research Laboratory, a laboratory 
devoted exclusively to the development of im- 
proved designs and production methods in the 
field of automatic temperature control. 
Robertshaw’s stainless steel Diastat — electric- 
welded, solderless, non-corroding—is a Robertshaw product throughout. Into 
it has gone the best that forty years of manufacturing experience —plus un- 
equaled research, product development and manufacturing facilities—provide. 


ROBERTSHAW THERMOSTAT COMPANY 


YOUNGWOOD, PA. 





MORE INCOME FROM GAS RANGES. This different sales manual 
not only shows your salesmen how to increase their earnings but 
fires them with enthusiasm to go out and do it. Write for a copy: 
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_ . both great 
Money Savers 


YOUR job, too— 
h -OVER-ENGINE 
ert i :» both 2-ton an y= 
Now available in na > 
trucks icities—they're powered nega 
pea right Dodge truck engine to xe 
; vf mance, maximum economy * : - 
ate s they're built and “sized Z for hg a 
saan cost-cutting operation. 51g» 
d easy step-In m eat 
ee ee Peaaatedlits too, are — —_ 
aa ly where you’vebeen, accusto 





ake a great “hit” 


GET THIS FREE BOOKLET— READ AND SAVE 


j YOU 

truck to fit the job can save 
no er your Dodge dealer, or write Dodge 
caaie Chrysler Corporation, Detroit, Michigan. 











YOU'LL LIKE THESE 
SPECIAL DODGE C.O.E. 
ADVANTAGES 


Easier to Get In and Out 
Full-Width Door Openings 
Level Floor (No Hump) 

Full- Width, Deep-Cushioned Seats 
Gearshift and Handbrake in 
Normal, Natural Position 
Short Turning Radius 
“Lighthouse” Vision 
Attractive, Full-Lined Interiors 














IEPEND ON DODGE fos Rated TRUCKS 


}4¥-TON CAPACITIES... 106 STANDARD CHASSIS AND BODY MODELS ON 17 WHEELBASES 


als 
“Gob: Raled MEANS: A TRULK THAT FITS YOUR 0 
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this Housing ever 
Breaks or Distorts we 
ill replace it Free 


@ Red finish 
yoke vise of 
strong special 
malleable... 
highest quali- 
ty tool-steel 
no-mar jaws. 
Chain vise, 
also. 


Gives you a 
portable work bench- 


New RICEID 
Tri-Stand Vise 


remarkable work - saver, 

this new RI DTri- 

Stand really gives you 

a complete work bench, 

quickly set up where the 

work is. Its hinged legs 

fold in and chain for easy 

carrying. Nothing stingy 

about it — wide roomy 

tray for dope pot and oil 

can, special rim and slots 

for holding tools, a pipe 

rest and 3 benders that 

won't collapse pipe. 

Screw-down feet and ceiling 

brace, but it’s well balanced to 

prevent tipping. For an unu- 

sually handy tool and more for 

your money...buy the new 

RIGID Tri-Stand at your 

Supply House.... THE RIDGE 
TOOL Co., ELYRIA, OHIO 


Eel ext PIPE TOOLS 
In use all over the world 
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ENGINEERING COMPANY 


46 SO. 5TH ST., COLUMBUS, OHIO NEW YORK 


Canadian Hoosier Engineering Company, Ltd. 


Montreal 
ERECTORS OF TRANSMISSION LINES 


greement) 
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The New, Small INTERNATIONA 
TD-6 DIESEL TracTracTor 





International Harvester’s new small TD- 
6 Diesel TracTracTor is the best news 
in a long time for users who need the 
powerful versatility of a small crawler 
with the fuel economy of Interna- 
tional’s full Diesel engine. 


The TD-6, smallest of International’s 
four new Diesel crawler tractors, is only 
104 inches long ...a flexible, easily 
maneuvered unit for working in close 
It gets its smooth-flowing 


quarters. 
power from the International full Diesel 
engine. That means operating costs are 


cut right from the start. You save on 





NTERMATIONA 





fuel; you get the added International 
quick-starting feature. 


Fast gear shifting, five forward speeds, 
operator comfort, accessible controls, and 
adjustable levers and pedals are other 
features that combine to make the TD-6 
the outstanding crawler value in its class. 
See the nearby International industrial 
power dealer or Company-owned branch 
for information on the TD-6 and its three 
larger brothers in the International line. 


INTERNATIONAL HARVESTER COMPANY 
(Incorporated) 
180 North Michigan Avenue, Chicago, Illinois 


INTERNATIONAL HARVESTER 
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No matter what kind of piping is involved, 
or where it is to be hung, you'll find a 
Grinnell Pipe Hanger made for the job. 

Grinnell Hangers are built to eliminate 
problems in installation, with design and 
materials that assure long, trouble-free 
service. Adjustments to correct sagging 
lines and provide even weight distribution 
are made easily, quickly and accurately 
after the pipe is erected. 

Write for your copy of Catalog, “Ad- 
justable Pipe Hangers and Supports.” 
Grinnell Company, Inc., Executive 
Offices, Providence, Rhode Island. Branch 
offices in principal cities. 


GRINNELL 


PIPING 
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ELLIOTT company 


Heat Transfer Department: JEANNETTE, PA. 
District Offices in Principal Cities 
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z JUNE z 





1c aiiernie Independent Telephone Association ends convention, Santa Monica, Cal., 





{ American Society of Mechanical Engineers concludes session, Milwaukee, Wis., 1940. 





{ Management Conference, sponsored by Stephens Institute of Technology, begins, John- 
sonburg, N. J., 1940. 


2 





{ Public Utilities Advertising Association starts annual convention, Chicago, Ill., 1940. 





{ Society for the Promotion of Engineering Education convenes, Berkeley, Cal., 1940. 
{ American Institute of Electrical Engineers starts meeting, Swampscott, Mass., 1940. 





{ Canadian sige Association starts Golden Jubilee convention, Seigniory Club, P. Q., 
Canada, 1940. 





Q American Transit Association Bus Division starts Midwest Regional Conference, 
Davenport, Iowa, 1940 





¥ Midwest Transit Association opens annual convention, Davenport, Iowa, 1940. cs 











{ Oregon Independent Telephone Association and Washington Independent Telephone 
Association open joint meeting, Hood River, Or., 1940. 











{ Michigan Gas Association will hold annual convention, Mackinac Island, Mich., 
July 8-10, 0. 





q National Conference on Planning will be held, San Francisco, Cal., July 8-12, 1940. 





@ JULY @ 





§ North Dakota Telephone Association will hold session, Fargo, N. D., July 12, 13, 1940. 








mane Telephone Association will hold session, Lansing, Mich., July 














¥ Canadian Gas Association convenes jointly with Pacific Coast Gas Association North- 
west Conference, Alberta, Canada, 1940. 





From an Etching by Otto Kuhler Courtesy, Kennedy & Co., New York 


Turbine Construction 
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The Wilkie Candidacy— 
Boom or Bouquet? 


For the first time in many years, the name of a 

utility executive has been seriously put forward for 

the highest position in the land—the presidency of 

the United States. Other unusual aspects of the un- 

orthodox Willkie candidacy are considered in this 
: article. 


By HERBERT COREY 


¢¢ () F course,” said the editor of 
a magazine of national 
circulation, “my candidate 
for the presidency is Wendell L. 
Willkie.” 

“Isn’t it a damned shame?” 

He meant that in the opinion of men 
of affairs Mr. Willkie has not the 
faintest chance of nomination for the 
presidency. He is a business man. He 
is a sane, clear-thinking, successful 
business man. He is the head of a great 
utility company. His conduct of the 
affairs of that company has been highly 
praised. It has never been criticized ex- 


771 


cept on the somewhat fuzzy ground 
that the company is too large and too 
successful and until the government of 
the United States stepped in to attack, 
its securities were sound. He led the 
fight against the TVA on behalf of the 
Commonwealth & Southern Corpora- 
tion and throughout a six years’ war 
no statement he made was ever suc- 
cessfully challenged. That praise could 
not be given to his opponents. 


I ‘HAT six years’ fight made him 
known to the business public. He 
was revealed not only as a leader in 
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his industry but as a notable spokes- 
man for business in general and as an 
eloquent and scholarly lawyer. His 
revelation of the part the new Supreme 
Court is playing in changing the form 
of the government set up by the con- 
stitutional convention was perhaps the 
most closely argued and well-docu- 
mented revelation of the revolution that 
has been published. (Saturday Evening 
Post, March 9, 1940.) His statement 
of the manner in which the American 
people have been pillaged by those who 
have “capitalized the depression” (For- 
tune magazine for April, 1940) was 
not a partisan document. Mr. Willkie 
is a Democrat and the Republicans 
came in for their share of devastating 
consideration. The editors of Fortune 
gave over the leading place in their 
editorial columns to emphasize its im- 
portance. Letters by the thousand 


came to Mr. Willkie urging him to be- 
come a candidate for the presidential 


nomination. Yet Fortune’s editors 
agreed with the editor quoted in the 
leading paragraph of this article: 

“Tt is naive,” they said in effect, ‘“‘to 
dream that such a man can be nomi- 
nated. He has had no contacts with 
the political machines. He has no dele- 
gates.” 

Political history shows that the 
candidate who goes to a convention 
without delegates rarely gathers any 
after he gets there. Mr. Willkie took 
only a bystander’s interest in the sug- 
gestion widely held by business men 
that he would make a good President 
if he were elected. It was pleasant to 
hear, he said, and he enjoyed it. He is 
an amazingly outspoken man. Some 
men grow coy and prim when they are 
overtaken by a nation-wide compli- 
ment. Willkie probably told the boys 
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to go to it, if they wished. It would 
be a damn nice spectacle. But he did 
not propose to waste any breath run- 
ning for the nomination. That left him 
free to speak his mind wherever he hap- 
pened to be. He took a hearty rap at 
the manner in which the New Deal had 
treated business. He said the New 
Deal’s future depended on the continu- 
ance of the depression. If business 
were to begin running in high in spite 
of the things the New Deal had done 
to injure it, the country would have no 
more of it. The obvious New Deal plan 
was to keep business in low. 


Bows pleased the Republicans enor- 
mously and those New Dealers 
who had not previously weakened their 
vocabularies by their attacks on Willkie 
called up their reserves and went 
grimly to it. Then the Republicans dis- 
covered that some of the things the 
New Deal had done were pretty good, 
in Mr. Willkie’s estimation. He did not 
like the way they had done some of 
these things. There are scientists who 
do not approve the fashion in which a 
hen lays an egg but when the egg is 
ready for laying out it pops. He thought 
some of the New Deal’s egg laying had 
been postponed too long. He approved 
some parts of President Roosevelt’s 
foreign policy. The Republican politi- 
cians did not like that. The game of 
partisan politics has always been played 
according to rules in this country. Or 
in any other country. The man on the 
other side is a coyote pretending he is 
a lamb. Willkie was not a partisan of 
that pattern. He is a Democrat by birth 
and growth. Republicans like him be- 
cause they have been out of office so 
long that their sins of which he talked 
seemed like ancient history. In anv 
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case he was more interested in the new 
sins. All the wheel horses on both sides 
allowed from their stalls that he had 
no chance in the race because he had 
no delegates. Willkie was not trying to 
get any. 

Then the American Newspaper Pub- 
lishers Association called him to speak 
at the annual banquet in New York. 
A newspaper publisher is supposed to 
have some news sense. Willkie would 
not have been asked if he had not be- 
come a national figure. If he had been 
identified only as the operating head of 
a great utility company, he would not 
have rated the honor. But he was bet- 
ter known as one of the few industrial- 
ists who had had courage enough to 
fight back at the New Deal. The pre- 
vious week he had taken on at the 
Washington meeting of the newspaper 
editors’ association Secretary of the 
Interior Ickes, who is nobody’s push- 
over in debate. He has adapted Tony 
Galento’s tactics, all the way from “T’ll 
moider the bum”’ to kicking in clinches. 
It was Mr. Willkie who enjoyed the 
meeting. 


$k. publishers continued to look on 
Willkie as an extremely dark horse 
in politics, but he was a natural for 
their meeting. Their news sense told 
them, too, that the Republican leaders 
were suffering from the fidgets and 
that once in two or three blue moons a 
dark horse wins. A volunteer friend 


e 


began to paper the country about Will- 
kie, too, and that might have an effect. 
The volunteer is an amateur in politics 
but some amateurs have clicked. 

That is the way the matter stands 
at the moment of writing. Willkie still 
has no delegates. He may never have 
any delegates. He is not an avowed 
candidate for the Republican nomina- 
tion for the presidency. He is out of 
step with the dominant New Deal fac- 
tion of his own party. Yet more people 
are talking about him every day. Per- 
haps the safest conclusion is that the 
popular attitude toward business is 
changing and he is a symbol of that 
change. When the Commonwealth & 
Southern Corporation was fighting 
most desperately to protect itself 
against TVA aggression, he spoke be- 
fore the National Press Club in Wash- 
ington and was applauded for the skill 
and power with which he presented his 
case. But the attitude of the audience 
was blandly acid. If he were to appear 
today before the same audience and 
speak on the great national problems 
on which he has been writing and 
speaking lately, it is safe to say his re- 
ception would be warm. But the change 
would be in the audience. Not in 
Willkie. 


S° far as this inquirer has been able 
to discover, Willkie has never 
changed. Not in the fundamentals. He 
began his activities as a large, healthy 


laws and not by men. Certain reforms are necessary, but 


q “WILLKIE thinks we should get back to a government of 


they should not be carried into effect by the masterless men 
of commissions and administrations and boards. He thinks 
the Federal administration should be friendly to business. 
He thinks it is about time business stands up and fights.” 
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boy in Elwood, Indiana, and it will be 
recalled that Indianians do not go in 
for trammels to any extent. Some of 
our best and most obstreperous intel- 
lects hailed from that state. They are 
strong for individual freedom. They 
obey the law because they have made 
the law and elected the judges and ap- 
pointed the constables, and not because 
some benign being in a frock coat un- 
dertakes to tell them what to do. That 
is Willkie’s platform today. He said 
that 

“Either the people have believed 
that the state is merely the voluntary 
creation of individual citizens, respon- 
sible to them and designed primarily to 
protect their liberties, or else they have 
believed that the state is an authority in 
its own right to which individual citi- 
zens are subject and which could de- 
mand of them the suppression of their 
own desires and talents.” 

No one need ever doubt where Will- 
kie stands: 

“Our purpose should be not to aug- 
ment the powers of the state but to in- 
crease the opportunities offered to the 
individual. We are a_hard-headed, 
practical race, and we have chosen the 
enterprise system as our way of life. 

“Tf in the next few months we can 
restore the functioning of free enter- 
prise we shall find, perhaps, that life 
begins at ’40.” 

Willkie’s four grandparents left 
Germany in 1848 when the revolution 
against tyranny and repression was put 
down. They belonged on the side of the 
individuals who believed the state was 
their creature rather than their master. 


H* father made a fortune in EI- 
wood, Indiana, when the natural 
gas boom was in full flower, and he, 
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too, was an individualist. He was one 
of the intellectual leaders of the In- 
diana bar but he was continually refus- 
ing money-fat cases to defend some 
poor devil in trouble with the financial 
and political powers of Elwood. When 
natural-gas wells ceased to flow near 
Elwood and the town went to tempo- 
rary ruin, his fortune went along with 
it. He had a big, green, frame house 
in the middle of a large lot and a wife 
and six children and lots of debts. The 
Willkie family’s attitude toward arro- 
gant big business in its relations to 
helpless labor and weak communities 
did not change. If anything it was in- 
tensified. There is a possibility that 
this continuous conflict with Elwood’s 
nabobs had something to do with shap- 
ing Wendell Willkie’s character, but it 
is no more than a possibility and a faint 
one at that. He seems never to have 
shirked a fight. Born that way. 
“The elder Elwoodians recall that 
Willkie,” said a reporter who visited 
Elwood to get a human interest story 
about the man who has no delegates, 
“was the fightin’est kid in town.” I 


asked if it were true that he and his | 


brother once licked the police force of 
Bloomington, Indiana: 

“ ‘Why not?’ asked the Elwoodian. 
‘Like as not they did.’ ” 

Other things the Elwoodians told 
the reporter are that he was a hell- 
bender. That is a good Middle West 
word. He wore a red sweater and at 
one time belonged to (A) the Episco- 
pal church, (B) the Methodist church, 
(C) the Socialist party, and (D) the 
student group ferninst all college fra- 
ternities. The church affiliations, the 
Elwoodians suggest, were prompted by 
the young Mr. Willkie’s flickering 
taste in girls. They think he joined the 
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THE WILLKIE CANDIDACY—BOOM OR BOUQUET? 





Willkie As President of the C&S 


“.. Willkie was president of the C&S. He squeezed water and 

bankers out of the organization, cut rates, extended the business by 

the smartest merchandising methods the industry had ever watched, 

turned a failure to meet common stock dividends by $6,000,000 into 

a dividend payment with $10,000,000 to go, and made the C&S the 

utility company to which all the other utility companies pointed with 
pride.” 





Socialist party because when he spoke 
on a street corner he could always stir 
up a lively debate, which was good 
training for an aspirant lawyer and be- 
cause some of the anti-Socialists could 
put up pretty fair scraps when the 
speaking was over. His leadership of 
the Barbs in college ended when he 
changed his mind and joined a fra- 


@ ternity. (The probabilities are that the 


Barbs were a pain in Mr. Willkie’s 
neck. In spite of his hell-bending he 
was a studious youth, good looking ina 
rowdy way, a consistent winner of high 
marks in scholarship, and a young man 
of considerable worldly experience. 
Some of the Barbs were none of these 
things. They loudly refused to join 
fraternities into which they would not 
have been admitted anyway. That may 
have jarred Willkie. ) 


H's worldly experience had been 
gained because he had to have the 
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money. The Willkie family was broke, 
but it was the family decision that the 
six children should go to college. This 
decision may have been reached in one 
of the Willkie family debates, which 
were held practically every evening at 
full pitch in the half dining room, half 
library, lined with 6,000 books of every 
kind from Sir Walter Scott to Black- 
stone. The family might have been in 
complete accord in advance, but it was 
contrary to nature for the Willkies to 
consider any question in silence. Both 
father and mother were lawyers and 
ranked high in the profession in In- 
diana. Three of the four sons became 
lawyers. Their disagreements were 
entirely forensic and left no hard feel- 
ings. A Willkie would reverse himself 
in the midst of an argument if he could 
think of a puzzler to put to his oppo- 
nent of the moment. That made the 
family’s evenings somewhat difficult to 
follow but much more fun. 
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As Wendell Willkie had no money 
on which to go to college he got out 
and earned it. He was in turns bill col- 
lector, farm hand, steel worker, short- 
order cook, sugar miller in Puerto 
Rico, and other things. He always 
came home with the money and an in- 
vitation from the recent boss to come 
back again for more pay. When he 
graduated he hustled an appointment 
as teacher of history in the high school 
at Coffeyville, Kansas. He seems to 
have been a good teacher—he has es- 
tablished himself as a student of mod- 
ern history of real standing — but a 
pedagogue’s suit did not fit the young 
husky. At forty-eight years of age he 
still stands six feet and an inch tall 
and weighs 210 pounds of pretty fair 
muscle. He wanted to do things, and 
he knew that to do them he must have 
money. With money he was free. 
Without money he must take orders. 
There has never been much nonsense 
about the man: 

“I’m in business to make money,” he 
says today. Other business men talk 
of their devotion to “service.” Their 
listeners thereupon put their tongues in 
their cheeks. 


HE won all honors in his three years’ 
law course in Indiana University 
—Paul McNutt was a classmate; not 
necessarily a chum—and began practic- 
ing law. Made good. Went to war the 
day war was declared in 1917, served 
in France, and came home a captain. 
The most fun he had was after the war 
in defending AEF privates who were 
being court-martialled. Willkie respects 
authority. Practices it. But more than 
anything in the world he resents un- 
authorized authority. A bully at a big 
desk arouses in his mind a practically 
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unconquerable desire to knock the bully 
cockeyed. Some of the poor little 
devils who were being court-martialled 
had only the vaguest idea of what it 
was all about, and had been yelled at 
and bedamned by officers who modeled 
their conduct on the Prussian sergeant 
plan. When Willkie got through with 
such an officer the unfortunate had an 
almost ineradicable desire to take off § 
his hat to every private soldier he met 
on the street. 

Then he married Miss Edith Wilk, a 
librarian—referred to by her husband 
and the large son at Princeton as “that 
little bit of fluff’”—a gentle, intelligent, 
well-read lady, who prefers to conduct | 
her affairs in the background. She can | 
hold her own in anyone’s company. 
Even in her husband’s company, which 
must be something of a stunt in domes- 
tic relations, for that large, tousled, 
rumpled person is as argumentative to- 
day as in his Socialist soap-box period. | 
She does not take too seriously what 
she hears and reads about the possibil- 
ity that her husband may be tapped for 
the White House. No doubt it inter- 
ests her, but also there is no doubt that | 
she knows what the politicians know | 
about the Willkie shortage of dele- 
gates, and that he is not a candidate for 
anything under the shining heaven. 
Those who know her indicate that if 
the improbable were to happen she 
would be a stay-at-home wife in the 
White House. She has only said: 

“Suppose I did go to the White 
House? What would I do with it?” 


HE narrative of Willkie’s middle 
period may be shortened. He was 
urged to run for Congress and would 
have done so except that he was offered 
a share in a law firm in Akron, Ohio, 
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which was too tempting to refuse. He 
moved on to the legal department of 
the Firestone Rubber Company. Ak- 
ron began to look on him as a Boy 
Wonder. He seemed to know the legal 
answers. In conducting trials he was a 
ball of fire. This success may have been 
helped along by his manner and attire. 
He wore his hair as loose and wavy as 
ever did W. J. Bryan or Senator Borah 
and his well-cut suits looked as though 
he slept in them. “I look like an 
Indiana farmer,” he was once quoted 
as saying. “That’s the way I want to 
look. It’s good for business.” The 
then president of the Commonwealth & 
Southern Corporation got his eye on 
the youngster : 

“Figure up what you made last 
year,” he said, “and I’ll double it.” 

Presently Willkie was president of 
the C&S. He squeezed water and bank- 
ers out of the organization, cut rates, 
extended the business by the smartest 
merchandising methods the industry 
had ever watched, turned a failure to 
meet common stock dividends by $6,- 
000,000 into a dividend payment with 
$10,000,000 to go, and made the C&S 
the utility company to which all the 
other utility companies pointed with 
pride. He kept out of the dead falls of 
the Insull era. He did not pretend to 
be a salvationist and he did not offer 
to give power away, but he would take 
achance on extending his lines into any 


territory which seemed to promise a 
chance of future return. Willkie led 
the way in selling electric conveniences 
to his customers. He was talked about 
as one of the foremost operators in the 
country. He was paid $75,000 a year 
and owned two big Indiana farms. 
Then the TVA moved in on him. 


HAT story has been hashed and 

rehashed until it is tiresome. 
Throughout the fight Willkie’s posi- 
tion was in defense of the individual 
against the government. The courts 
held that under the laws and the Con- 
stitution the TVA could not be barred 
from doing what it did. Willkie in- 
sisted that it is a pretty state of affairs 
when the government can take away 
property, whether from a great cor- 
poration or a poor man hoeing a gar- 
den. In this long fight he made no 
statement of fact that cannot be 
backed up. He was, of course, in a 
hopeless position from the start. Hu- 
man sentiment, need, greed, and mis- 
information were arrayed against him. 
One of the United States Senators 
epitomized Willkie’s lack of defensive 
power recently, in discussing the rivers 
and harbors bill: 

“Tt would be possible,” said he, “to 
frame a bill which would have some- 
thing in it for every Senator and for 
every state. Such a bill would be utter- 
ly irresistible.” 


convention without delegates rarely gathers any after he gets 


q “POLITICAL history shows that the candidate who goes to a 


there. Mr. Willkie took only a bystander’s interest in the 
suggestion widely held by business men that he would make 
a good President if he were elected. It was pleasant to hear, 
he said, and he enjoyed it. He is an amazingly outspoken 
man.” 
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Willkie thinks we should get back to 
a government by laws and not by men. 
Certain reforms are necessary, but they 
should not be carried into effect by the 
masterless men of commissions and ad- 
ministrations and boards. He thinks 
the Federal administration should be 
friendly to business. He thinks it is 
about time business stands up and 
fights. ‘Business cannot ask for gov- 
ernment interference at one time and 
reject it at another. It hasn’t been a 
pretty spectacle to see business, in the 
hope of advantage, craven and afraid 
to take its case to the people.” He 
thinks we are just on the edge of great 
growth and safe prosperity if govern- 
ment will stop interfering with busi- 
ness. 

It’s about time state governments 
wake up, he thinks, and get out of the 


way of interstate commerce through 
selfish tariffs and regulations. We 
should put a pause to our tendency 
toward federalized centralization. 


* ee Federal government has 
more abundant life, all right, 
but what about the people? 

“Every time the tired business man 
settles down, with a smile on his face, 
cheered by the promise that there will 
be a ‘breathing space,’ some govern- 
ment official thinks up something new 
to do to him——.” 

He may never have any delegates at | 
the convention. He may be only a 
symbol of the changed attitude toward 
American business. He is not a candi- 
date for the nomination. 

But he certainly has stirred up a lot 
of talk. 





Our Economic Life 


66 I: seems to me that we have reached a cross-roads in our economic 

life, and we, the people, must make a decision. The alternatives are 
clear. On the one hand, government can extend its power until it makes 
the plans for industry, controls its production, and sets its prices. That, 


as we know, is a totalitarian government. The other alternative is 
equally clear and a little more daring. We can attempt to revive the free 
enterprises of the people. There is no doubt in my own mind as to 
which road we should choose. . 

“We have ceased to be so optimistic as to think that the government 
will voluntarily change its present totalitarian program. It will only 
change that program when the people force it to do so. That, I think, is a 
cause worth fighting for. We have tremendous national needs which 
must be satisfied.” 

—WENDELL L, WILLKIE, 
President, Commonwealth & Southern Corforation. 


JUNE 20, 1940 778 





rough 
. We 
idency 
n. 


it has 
right, 


S man 
s face, 
re will 
overn- 
ig new 


ates at 
nly a 
oward 
candi- 


p a lot 


Rearmament Challenges 
Nation’s Utilities 


All forms of public utility service are bound to play 

an important part in the forthcoming campaign to 

bolster the national defense of the United States. 
Are the utilities ready for the call? 


By T. N. SANDIFER 


ORE than ever in national his- 
tory the current rearmament 


effort involves the vital par- 
ticipation of American utilities and 
contemplates a major share for them 
in the actual defense of the country, 
should need arise. 

Dynamic war today replaces yester- 
day’s static strategy. Movement is 
kaleidoscopic. Blows are sudden and 
explosive. Speed, range, and force are 
the logistics of today’s war ; the type of 
war which America is now gearing 
every resource to meet, if it must. 

Mechanized armies plunge forward, 
guided by radio command, supplied 
and reinforced by air. On the field a 
commander, riding cross-country in a 
combat car, talks to deployed tanks 
ahead by portable communication ap- 
paratus. The World War staff thought 
in terms of 20 miles; today, it may be 
200. 

This is the picture as the nation pre- 
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pares. Already the radio nets, tele- 
phone companies, the railroads, power 
companies, and pipe lines are rehears- 
ing their parts, where, in fact, they 
have not assumed an actual share in 
current acceleration of these prepara- 
tions. 


M°e than that, the program now 
being launched is a definite chal- 
lenge to some, if not all, major utilities. 
In announcing the duties assigned to 
Chairman Ralph Budd, of the Chicago 
Burlington & Quincy Railroad, who 
was appointed to coordinate trans- 
portation services in the program, the 
President is quoted as saying that it 
was the settled policy of the adminis- 
tration since a discussion of the ques- 
tion with Daniel Willard, president of 
the Baltimore and Ohio, in September, 
that the government would not go into 
transportation operation unless abso- 
lutely necessary. 
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Thus Mr. Budd, who will work 
closely with John J. Pelley, president 
of the Association of American Rail- 
roads, has the obligations implied in 
this statement, or warning, according 
to the viewpoint. 

Railroad and other carriers would 
continue to operate their own com- 
panies, the President was further 
quoted, but the government has the 
right to insist on prompt deliveries. 
And, he was quoted, all railroad men 
are aware that if the government ever 
has to take over the railroad carriers 
again, the chances are a hundred to one 
they will remain indefinitely in Federal 
hands. (Needless to say, this is also 
something for the telephone and tele- 
graph carriers to think about. ) 

Prior to this blunt statement from 
the White House, railroads, power 
groups, and others had met announce- 
ment of the accelerated defense plans 
with assurances that their respective 
services were equal to the prospective 
demands. 

Meanwhile, from the War Depart- 
ment and other sources have come in- 
dications of the major importance of 
all utilities in this ambitious military 
undertaking. 


 pameas and transportation are domi- 
nant factors in the choice of sites 
for new powder plants, ‘ammunition 
loading plants, storage of reserve mu- 
nitions, and expanded manufacturing 
units. As several hundred communi- 
ties scramble in Washington for con- 
sideration of their advantages for such 
purposes, fortunate are those which 
can offer the best in these prerequisites. 

Electricity has opened the door to 
new supplies of ores, minerals, chem- 
icals, and other strategic materials 
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which will be needed by the United 
States in the current program. Power 
is essential for other manufacturing 
processes. Transportation by rail and | 
water is a vital factor in the projected | 
expansion of production, since much of 
this auxiliary manufacture will be in | 
the field of subcontracting—the supply | 
of secondary units to a finished product | 
on the assembly line in the main plant, 
perhaps many miles away. 

Asa single instance of the increasing . | 
use of new electric processes, the | 
Westinghouse Electric & Manufactur- 
ing Company recently announced dis- | 
covery of an electrostatic process of re- | 
covering iron ore from low-grade ore 
deposits. This discovery, with other | 
processes being developed in various 
quarters, may pave the way to exploita- 
tion, for defense purposes, of deposits 
of coal as well as numerous minerals | 
which have hitherto been impractical | 
for general use because of difficulty or 
expense in their utilization. 

A partial solution to the critical 
shortage of some necessary strategic 
materials may be found in this direc- 
tion, in the opinion of some observers 
reporting on these efforts. Availability 
of ample power in areas where such 
subgrade ores and deposits are known 
to exist may prove to be a fortunate 
combination for certain communities | 
in the present situation. 


Re these, as well as other reasons, a 
statement by H. S. Bennion, vice 
president of the Edison Electric Insti- 
tute, that the emergency preparations 
for defense find the nation with ade- 
quate power is significant. He reported 
that, in the judgment of leaders of the 
electric light and power industry, the 
present power supply of this country is 
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adequate to meet the requirements of 
either a big armaments program such 
as that now contemplated by the gov- 
ernment, or even a war emergency. 

Maintenance of this position is as- 
sured, according to the same source, by 
the fact that enough additional gen- 
erating capacity is under construction 
or actually scheduled for this require- 
ment. Installed capacity at the end of 
1939, in the United States, it was 
reported, exceeded the total noncoinci- 
dent peak demands by more than 40 
per cent, while during 1940 the indus- 
try will add 1,640,000 kilowatts of 
generating capacity, largely in steam 
plants in the industrial areas. An addi- 
tional 1,250,000 kilowatts of generat- 
ing capacity is scheduled for comple- 
tion in 1941. 

The present rearmament program 
finds the United States with four times 
its power capacity in 1917, and the 
amount of installed generating capac- 
ity per capita in this country is sub- 
stantially greater than in Germany, 
Great Britain, France, or Italy. In ad- 
dition, in 1917 in this country there 
was not much coérdination of facili- 
ties in the industrial sections, so that an 
uneven distribution of power loads re- 
sulted, whereas today all generating 
stations in the country’s industrial 
areas are geared to permit a high de- 
gree of utility through combined gen- 
erating capacity where required. 


HE nation’s railroads are in a 

similarly prepared position. Presi- 
dent John J. Pelley of the American 
Association of Railroads followed 
closely the promulgation of the un- 
precedented peace-time military expan- 
sion with the statement that the coun- 
try’s transportation system is equipped 
to meet any demands arising from this 
source. 

Anticipating any possible demands, 
he added that a general survey of avail- 
able equipment was in progress, during 
which, at this writing, 9 railroads had 
reported plans to order 3,255 cars in 
the ensuing thirty to sixty days. It 
was learned that 27,809 new cars have 
been placed in service during this year, 
with an additional 17,460 cars on 
order. 

The close relationship of radio nets, 
telephone companies, power companies, 
and supplementary feeder services, 
such as those of pipe lines and rail- 
roads, is perhaps not generally realized 
by the public when it thinks of actual 
national defense preparations. 

Nevertheless, these facilities in each 
community are active and even vital 
agencies for the safety of the people in 
these localities. Furthermore, in many 
instances they are actually rehearsing 
their parts in the preparations to de- 
fend that particular section of the 
country, or they have done so in the re- 
cent past. It is safe to say that few 
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choice of sites for new powder plants, ammunition loading 


q “PowER and transportation are dominant factors in the 


plants, storage of reserve munitions, and expanded manu- 
facturing units. As several hundred communities scramble 
in Washington for consideration of their advantages for 
such purposes, fortunate are those which can offer the best 


in these prerequisites.” 
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elements in any city, county, state, or 
regional area are better prepared for a 
military emergency right now than 
these very organizations. 

This statement applies not alone to 
passive defense arrangements but to 
the active demands which may arise in 
the contingency, however remote it 
may seem, that some part of the coun- 
try is threatened by foreign attack. 


HE extensive maneuver campaigns 

undergone by the United States 
Regular Army, and to some extent the 
National Guard, have meant, for the 
various utility organizations in the 
areas involved, that they also were en- 
gaged in maneuvers—in New England 
last year, the simulated invasion by air 
of a section of the mid-southern coast, 
on another occasion, through the South 
and Southwest; more recently and at 
times on the Pacific coast, the power 
companies, radio stations and net- 
works, telephone systems, as well as 
other utility organizations, went into 
action with the Army. They would do 
so in time of actual war on this con- 
tinent. 

Presumably, in an attack on the con- 
tinental United States, the air would be 
the first lane of approach. Imminence 
of such an attack would call for a 
nightly blackout of all areas likely to be 
targets for bombers. The intense or- 
ganization of a community, including 
the vital rdle of radio, telephone, and 
light and power companies, is realized 
only by those who have had experience 
with the procedure. 

Such an experiment, on a large scale, 
was staged by the Army in North 
Carolina and illustrates the use of such 
facilities in defense. Together with or- 
ganization .of a warning net, compris- 
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ing citizens and others who would ac- 
tually undertake to watch for ap- 
proaching “hostile” air forces, the 
telephone and radio services in the area 
designated for blackout practice were 
given instructions and prepared for 
duty. 

Thus, upon receipt of warning from 
key points, the general blackout signal 
was transmitted by long-distance tele- 
phone direct to central radio stations. 
The station would immediately inter- 
rupt its regular program and make an 
announcement, calling for instant 
blackout in the community. 


ie this particular maneuver program 
the Carolina Telephone & Tele- 
graph Company acted to codrdinate 
the services of the various independent 
companies, with some communities 
building their local notification system 
around the telephone, others depending 
entirely on radio. 

The actual blackout stopped short of 
pulling the main switches of cities or 
towns to effect a total cut-off of light 
and power, to avoid unnecessarily in- 
terrupting essential community serv- 
ices—those of hospitals, elevators in 
public buildings, and similar facilities. 
Individually controlled lights, it was 
found in actual practice, were put out 
as conscientiously as necessary, and in 
certain instances reports came in of 
passenger trains blacking out as they 
approached the designated darkened 
areas. 

In this test, radio stations proved 
invaluable, and the personnel of the 
telephone companies, as well as power 
and light groups, proved active and in- 
telligent assistants to the armed serv- 
ices in achieving the simulated pro- 
tective results. Thus, within two min- 
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Present Power Capacity 


alt HE present rearmament program finds the United States 

with four times its power capacity in 1917, and the amount 

of installed generating capacity per capita in this country ts substan- 
tially greater than in Germany, Great Britain, France, or Italy.” 





utes of the signal from the defense 
commander for immediate blackout, all 
cities and towns operating on the tele- 
phone warning system were dark, 
while radio warnings were, of course, 
heard instantaneously. It was found 
that the average time required for total 
blackouts ranged from two to ten min- 
utes, allowing for more isolated and 
scattered communities, and for detec- 
tion and elimination of stray lights. 


e }-. more recent maneuvers in the 
South and Southwest, just con- 
cluded, and which have been conduct- 
ed during most of the past winter, have 
served as a real test of communica- 
tions in the areas concerned ; teletype, 
radio, telegraph, and telephone services 
participated in the actual operation of 
military forces to the extent necessary 
in transmission of orders, military 
communications of all kinds, and other 
activities involved in a close approxi- 
mation of actual combat conditions in 
the various regions. 

These exercises, the War Depart- 
ment believes, have been mutually bene- 
ficial to Army and utilities in giving 
them an idea of what to expect in an 
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actual emergency. They also have un- 
covered situations and pointed to con- 
tingencies in advance of an actual con- 
dition when these might be serious dif- 
ficulties. Most of these are matters 
which could easily be worked out ahead, 
or anticipated moves planned to avoid 
an actual occurrence of the kind. 

The presence in utility organizations 
of numerous trained reserve officers 
and men also has been found helpful 
when the Army or National Guard 
enters an area on a maneuver problem. 
The civilian executives of these com- 
panies, like their forces around them, 
are of such caliber that defense situa- 
tions, as presented in these rehearsals, 
have been met in the same spirit as 
those every-day events are dealt with 
in the course of utility operation. 

A number of problems may arise in 
future, according to potentialities indi- 
cated in the various test operations. 
That is the advantage of actual field 
maneuvers or training over theoretical 
work with maps; practical situations 
are met. Thus the Army has given 
thought to the question of increased 
burdens on all utilities in a given de- 
fense problem. 
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_ in war, it is realized essential 
community requirements must be 
allowed for; certain priority schedules 
for transportation, communication fa- 
cilities of all types, radio, telephone, 
telegraph, teletype, and for the alloca- 
tion of power, are to be expected, and 
will systematize the load. 

Adequate facilities exist in some sec- 
tions, as in New England, in power 
and utility installations ; in some other 
sections, due to a sudden emergency 
peak not anticipated under normal con- 
ditions, it might be necessary to have 
some interconnecting arrangement to 
meet the load. There are large areas of 
the country, as shown on any map, 
where population is sparse and scat- 
tered, and where, correspondingly, tele- 
phone and radio networks, transporta- 
tion, and other needs are scaled down. 

If a military situation called for ex- 
tended military operations in such ter- 
ritory, it is readily seen that sudden, 
unusual stresses would follow. The 
Army has found, under some condi- 
tions, that the country’s auxiliary serv- 
ices, usually controlled by such utility 
groups as pipe lines, railroads, and serv- 
ice companies, help to solve a tem- 
porary inadequate system’s difficulties. 

The use of these auxiliaries helps to 
avoid placing undue burdens on a com- 
munity’s normal facilities. In an ac- 
tual war emergency it is to be expected 
that in a given locality, or even over the 
country, transportation as well as other 
utilities would be heavily loaded in car- 
ing for the extra military traffic in ad- 
dition to meeting normal demands. 

A number of questions can be antici- 
pated accordingly ; the problem of aug- 
mented power-line frequencies is typ- 
ical, or whether increased terminal 
equipment must be installed. 
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ie relation to community blackouts, 
experiments have raised the ques- 
tion of whether to rely solely on radio 
in an actual emergency. The Army 
will be using certain secret frequencies 
in such a case, and these, as well as the 
normal radio and other communica- 
tions, must be safeguarded from inter- 
ference by hidden outlaw stations or 
saboteur attempts. 

The Army has a very efficient and 
creditable organization of amateur re- 
serve operators, who would be useful 
under actual service conditions. Their 
full utilization, in codrdination with 
regular services, is still another detail 
for consideration. 

All of these matters suggest the pos- 
sibility of some national attempt at a 
coordinating agency. Whether such an 
agency with centralized authority 
would be a hindrance or an actual con- 
tribution to efficiency is a debatable 
problem. The Army has had no diffi- 
culty in working out its problems with 
the utility executives on the spot, 
wherever it has operated in the field. 

Another factor, too, is the public at- 
titude. In the actual cases in which the 
Army has experimented with defense 
problems, it has been found that the 
public has responded with surprising 
efficiency to the efforts built around the 
services of local utilities. Public and 
telephone, radio, and power units, have 
worked without a hitch on the problem 
placed before them by the military 
authorities. 

Warfare, as demonstrated in Eu- 
rope, leaves little place for the com- 
pany runner of World War I, and lit- 
tle more for the primitive field com- 
munication systems of that period. 
Over battle areas of the scope indicated 
across the Atlantic, there is no time or 
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protection for the old-style strings of 
wires running for a mile or two up to 
command posts under fire. They were 
maintained with difficulty even in the 
first war of twenty-odd years ago, 
when the front was stabilized to some 
extent, and they were capable of only 
limited efficiency. 


§ rout war calls for the full use 
of radio, telephone, radioteleph- 
ony, telegraph, teletype, and — not 
reported from Europe, but on the way 
in this country—television. In the 
past year or more, radio companies, 
electrical companies, and aviation have 
worked in close collaboration to per- 
fect television from ground to air, and 
vice versa. Some remarkable results 
have been attained in the flying labora- 
tory of the United Airlines, for ex- 
ample, which has participated in this 
work, 

The practical application of this next 
step to military use is obviously on the 
way, and in ways that can readily be 
imagined. Similarly, many radio de- 
vices suggest their present adaptability, 
or future use, in military activity. 

Most of the developments discussed 
here presuppose that a military emer- 
gency would occur on this side of the 
Atlantic, which is a radical departure in 
line of thought from what has always 
been taken for granted in the past— 
that the continental United States is 
inviolate, and that any fighting en- 
gaged in by American forces would 


necessarily be carried to the enemy in 
some distant location. 

This new conception of the country’s 
strategic situation stems from the rev- 
elation of war’s tornadic course 
abroad, jumping seas, entire countries, 
water and mountain barriers, and elim- 
inating all previous time calculations. 

It is necessary, therefore, to fit this 
pattern over the map of the United 
States, with its intricate railroad lines, 
terminal construction, power lines, 
telephone networks, and radio installa- 
tions, in order to visualize the applica- 
tion of defense schedules to these fa- 
cilities, which are vital to that defense. 


A Representative Oscar Youngdahl, 
of Minnesota, recently pointed 
out, Americans are the consumers, or 
users, of 32 per cent of the world’s 
total railroad mileage; 58 per cent of 
the world’s telephones ; and 36 per cent 
of the world’s developed waterpower ; 
in addition to which they ride in 76 per 
cent of the world’s automobiles. They 
do this under normal conditions. 

These figures suggest certain specu- 
lative topics in connection with de- 
fense: 

The telephone, the radio, and other 
communication systems in this coun- 
try would probably have a more vital 
share in national defense than any- 
where else in the world; 

The network of railroad tracks 
would be an invaluable adjunct to de- 
fense, on home grounds, of the world’s 
largest remaining democracy; so 


e 


power companies, and supplementary feeder services, such as 


q “THE close relationship of radio nets, telephone companies, 


those of pipe lines and railroads, is perhaps not generally 
realized by the public when it thinks of actual national defense 
preparations.” 
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would its highways and auxiliary 
transportation systems — for troop 
transport, military supplies, actual de- 
fense installations, as in the case of 
railway batteries, and for quick ma- 
neuver ; 

The commercial waterways of the 
nation will bear a share in the prepara- 
tions, such as indicated by plans to ex- 
tend defense production inland ; 

Under an emergency, the applica- 
tion of electric power to many new in- 
dustrial problems, both of increased 
production and development of new 
sources, is indicated, apart from any 
increased output which might be ne- 
cessitated by definite military demands 
in the field. 


ie this connection the question of al- 
location of all these facilities to pro- 
portionate military and ordinary usage 
has received informal consideration in 
one or another of the agencies involved. 
However, a report of the Central Elec- 
tricity Board of Great Britain, pub- 
lished in March of this year, was cited 
by Mr. Bennion, whose earlier remarks 
were quoted here; this report stated: 


A preliminary examination indicated that 
the demands during the war were likely to 
be substantially below the peace-time esti- 
mates and that, if the prewar plant extension 
programs were carried out in their entirety, 
there would, during the war and for some 
time thereafter, be a substantially greater 
margin of spare plant than had been con- 
sidered adequate when the programs were 
settled. 


Of course, considering electric 
power reserves from the standpoint of 


the rearmament program, it is neces- 
sary to bear in mind the general distinc- 
tions between the three respective 
phases of production, transmission, 
and distribution. It may well be, as the 
electric power industry insists, that 
present capacity for power production 
is ample for any discernible emergency. 
It is in the utilization of this productive 
capacity that some adjustments may 
have to be made to avoid power bottle 
necks. 

In other words, while additional 
power for war purposes would not be 
entirely a new load superimposed on an 
already existing peace-time industrial 
load, and whereas the armament pro- 
gram will result in much substitution 
and conversion of industrial plants for 
national defense purposes, the conse- 
quent shifts in location or in load char- 
acteristics may well require substantial 
readjustment in transmission facili- 
ties. At any rate, it is upon this premise 
that the National Power Policy Com- 
mittee is reported at this writing to be 
still busily engaged with its plans fora 
national grid system for codrdinating 
the smooth ebb and flow of the nation’s 
power resources. 

Perhaps here, too, the existing set- 
up is sufficient to handle the job. Only 
time and the factual development of 
the rearmament program in detail will 
give all the right clues and answers. 





Conservation versus Bureaucracy 


¢ » ae if oil and gas were being wasted by the choice of the people, 


I contend that no man and no one group of men 


have any right 


to proceed any further than to attempt to educate and persuade the 
people not to commit such waste. It would be better for the oil and gas 
resources of the nation to be wasted than for our form of government 
to be changed so as to give control of the people and their destinies 
into the hands of bureaucrats and quack statesmen.” 
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—Cari E. Batrey, 
Governor of Arkansas. 
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Profit Sharing, the Key to 
Regulatory Success 


Regardless of whether one looks upon rate reduc- 
tions as the sole test of regulatory effectiveness, the 
Washington Plan, according to this author, is the 
most equitable, successful, and simple device so far 
developed for the control of public utilities. 


By RILEY E. ELGEN 


CHAIRMAN, DISTRICT OF COLUMBIA 
PUBLIC UTILITIES COMMISSION 


ITH the passage of time it is 

but natural that utility regula- 

tory processes ought to assume 
more stability. That the rules, regula- 
tions, and practices of state regulatory 
bodies in the main should be similar 
admits of little argument. This nat- 
urally follows because Supreme Court 
decisions governing questions raised by 
any one such body generally apply with 
equal force to all others. And, too, the 
national organization of regulators for 
nearly a half century through its com- 
mittees has been seeking means of has- 
tening regulation. 

Naturally it has taken many decades 
to get some order out of the chaos of 
earlier regulation. Many of the main 
regulatory questions have now been 
passed upon by the court. Those de- 


cisions make it even more obvious that 
some more direct and mechanical pro- 
cess must be found if public regulation 
is to proceed with expedition. 

So far as I know there is only one 
method of regulation which has been 
tried and tested and found to meet 
those specifications. That is the Wash- 
ington Plan or sliding-scale* regula- 
tion of the District of Columbia. That 
plan was authorized by Congress in 
the act of 1913 creating the public 
utilities commission of the District of 
Columbia. It was first put into prac- 
tice eleven years later in the regulation 
of the electric light and power business 
in Washington. Since that time it has 
attracted national and international at- 
tention because of its year-by-year 
successful operation. 
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I“ December, 1935, the Washington 
Gas Light Company elected to sub- 
mit to that same form of regulation 
rather than the orthodox method em- 
ployed in most states of the Union as 
well as the Federal agencies. Since that 
time the officers and personnel of the 
gas company have been able to devote 
more of their time to furnishing better 
service at more reasonable rates—time 
formerly spent in litigation, investiga- 
tion, and so forth. 

So we now observe a pronounced 
swing to the Washington Plan or slid- 
ing-scale regulation. In 1935 the author 
appeared and testified before a Joint 
Legislative Committee of New York 
state which under the guidance of its 
able counsel, Judge John E. Mack, 
delved into all known regulatory pro- 
cesses which promised less cumbersome 
and shorter processes in testing the 
reasonableness of private utility rates 
and services. That committee recom- 
mended the enactment of sliding-scale 
legislation for New York state. 

Similarly Governor Curley ap- 
pointed, in accordance with the direc- 
tion of the legislature of the common- 
wealth of Massachusetts, a special body 
of experts to study simplified regula- 
tory process, including the Washington 
Plan. I was invited to appear in the 
state house in Boston before and ad- 
dress a special gathering of legislators, 
regulators, educators, city managers, 
utility executives, citizens, and others 
who had any interest in the sub- 
ject. This I did. Later the special com- 
mittee appointed by the governor, ap- 
proved *® and recommended in a report 
to the legislature the adoption of legis- 
lation putting a sliding-scale arrange- 
ment similar to the Washington Plan 
into operation in that state. 
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. i gg <embed the commonwealth 
of Pennsylvania, upon recom- 
mendation of its public service commis- 
sion, adopted laws providing for the 
regulation of utilities by a plan similar 
in all respects to the Washington Plan. 
Now it is said ® that 
In New Hampshire the public service 
commission has agreed to drop a rate case 
for a 5-year trial of an automatic system 
of raising or lowering rates each year on 


the basis of the previous year’s operating 
experience. 


Then the story goes on to say: 


It is reported that the Pennsylvania Pub- 

lic Utility Commission is considering a 

similar type of contract with the Associated 

Gas & Electric system electric utility serving 

York, Pa.—the Edison Light & Power Com- 

pany. 

Later this article gives credit to 
Washington for having successfully 
put into use its sliding scale or Wash- 
ington Plan. So it would appear that 
a number of other jurisdictions are 
considering this simple, equitable, di- 
rect plan of regulation written by en- 
gineers and accountants. They had be- 
come restless over continuous legalistic 
bickerings of conventional regulatory 
technique. They had tired of seeing 
lawyers backing each other up and 
down the dark alleys of the law where- 
in the waiting public had expectantly 
held the bag for a decade without 
catching anything of value in it. 

Sixteen years’ experience with the 
operations of the Washington Plan 
has apparently taught thoughtful regu- 
lators something of its merits. Many 
have, either directly or through send- 
ing staff members to Washington, 
sought information concerning this 
plan. Among these are the common- 
wealths of Massachusetts and Penn- 
sylvania, the state of New York, the 
city of Louisville, Kentucky, and the 
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city of Detroit, Michigan, and a multi- 
tude of other American places. The 
Japanese and Italian governments and 
the commissions of Hawaii and Puerto 
Rico have also sent representatives 
here to study it. 


F igriniabi the most attractive 
features which have appealed to 
others and caused them to give con- 
sideration to the Washington Plan 
are: 


1. The provision for an automatic 
annual check-up and adjustment of 
rate structures ; 

2. The clarity and simplicity of the 
processes of accounting and engineer- 
ing attending the annual determina- 
tion of what is to be included in (a) 
the rate base, (b) the operating ex- 
penses, (c) what the utility is entitled 
to earn, and (d) the amount of the 


7 


excess available for use as a measure 
of future rates; 

3. The reduction of regulation to a 
factual rather than a conjectural basis, 
by laying down exact rules for the de- 
termination of essential data regarding 
rates, tolls, and charges; 

4. The improvement in relations be- 
tween the utility and its customers, the 
regulatory body and the general public 
results from the known annual hearing 
dates. This furnishes a forum where 
the year’s rankles and questions can 
have a chance to be aired. An oppor- 
tunity is thus provided for asking 
questions by any who have questions 
to ask. 

5. It eliminates a tendency toward 
sporadic criticism of the acts of the 
commission by the utility and the pub- 
lic, and vice versa. Conversely it tends 
to simplify regulatory processes by re- 
ducing the problem to definite time, 
place, and known process where all 
questions are settled. 


TABLE I 
RATE BASES, EARNINGS, RATES OF RETURN, AND RATE REDUCTIONS 


Rate base 
for the year 
(weighted)* 


Rate base at 
Dec. 31st * 
(unweighted) 
$32,500,000 
34,679,427 


82 
57,821,943 
59,671,626 
64,953,244 
67,543,689 
68,898,515 


Net income 
(return) 
earned 


$3,223,391 
3,510,467 
3,750,997 
4,512,975 


5,985,565 


Portion excess 
earnings applied 
Excessive to subsequent 
earnings rate reductions 


Rate of 
return 
earned 


9.59% 
9.72 


9.22 
10.28 


379,841 
148,921 
310,755 
504,682 
770,080 
393,986 
575,297 


$8,505,720 


788,171 
1,127,080 


*The terms “unweighted” and “weighted” refer to the statistical procedure of 
weighting plant investment added during the latest “test” year so as to reflect the 
number of months of said “test” year during which the plant represented by the added 


investment was in service. 


Both the “unweighted” and “weighted” rate bases included allowances for cash 
working capital and for plant materials and supplies requirements. Cash working 


capital allowed, for 1939 was $855,861.49, while 


1,269,086.74 was allowed for plant 


materials and supplies requirements in the same year. 
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6. Another feature of the plan which 
many point to with considerable feel- 
ing as a very important advantage to 
the public and the utility is that 
through it managerial initiation, econ- 
omy, and efficiency have their reward. 
Through it the utility may increase its 
fixed fair return providing it uses the 
excess earnings as a measure for re- 
ducing future rates. This feature is 
decidedly in contrast with orthodox 
methods of regulation whereby a uni- 
formly, set rate of return is allowed all 
utilities—good, bad, or indifferent— 
which, in effect, penalizes industrial 
efficiency and puts a premium on waste 
and laziness. Under the Washington 
Plan a static rate of profit is not per- 
mitted to fall like the rain from heavens 
“alike upon the just and unjust.” 


HAT the plan offers an intelligent 

and practical scheme of regula- 
tion is evidenced by its past history, in 
contrast with the cumbersome hit-or- 
miss processes of orthodox methods of 
regulation. Long periods of tedious 
and expensive work are required by 
this latter form of determining and 
testing the amount of the fair return 
that a utility either has earned or is 
entitled to and the propriety of the 
existing rate schedules. Even with 
these it involves a certain amount of 
star gazing. Exercise of judgment is 
founded solely upon the regulator’s in- 
terpretation of a vast array of court 
decisions as applied to the facts in 
hand. 

Here of necessity arise serious dif- 
ferences of opinion which more often 
than not lead to years of fruitless liti- 
gation—so far as the ratepayer is con- 
cerned. Quite fruitful for those who 
live by law. In contrast, the Washing- 
ton Plan balances its last year’s utility 
rate questions as soon as possible after 
the books are closed and a new balance 
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is struck. The ratepayer gets his cut at 
once in reduced rates. He does not have 
to wait until long-drawn-out and costly 
valuation processes are followed, statu- 
tory hearings are had, values deter- 
mined, and a new rate order issued, 
with possibly interminable appellate 
procedure after that. 

Again, rate bases established under 
the Washington Plan tend to eventu- 
ate into the bare dollars invested in 
creating the existing useful plant. That 
is, the longer such a plan exists the 
more nearly it approaches the so-called 
prudent investment plan of rate base. 
This latter has long been regarded as 
the ne plus ultra of rate bases. Indeed, 
it is entirely possible to adopt that as 
the basis de novo. And this latter 
might be said to constitute the basis 
of the determination of the rate base 
of one of the two District of Columbia 
utilities now regulated in accordance 
with the Washington Plan. 

Inevitably, when this plan is dis- 
cussed it is generally cited because of 
its known favorable results in reduc- 
ing rates and at the same time stabiliz- 
ing on higher plateaus the financial 
conditions of the utilities so regulated. 


Y™ the Washington Plan also pro- 
vides against the day when earn- 
ings may become depleted or reduced 
because of increasing operating ex- 
penses, advancing material, labor, and 
tax costs, or either one or more thereof. 
In it there is definite assurance of 
equitable treatment upon proper test. 
It has been critically suggested, in view 
of the fate of the Boston sliding-scale 
gas rate experiments of a quarter of 
a century ago, that the Washington 
Plan is all very fine while rates are 
dropping, but that it could not survive 
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Stabilization of Electricity 


“« _. the use of electricity may be said to be stabilizing itself rather 

than opening very many new fields for expansion. The present 

tendency towards the wide use of fluorescent light may, and no doubt 

will, tend to stabilize the amount of lighting current sold. General 

air-conditioning by gas is still somewhat in the future and may prove 
quite competitive.” 





a prolonged war emergency or other 
inflationary crisis. As a matter of fact, 
the automatic controls of the plan give 
it a far more equitable and elastic ad- 
justment feature than the conventional 
method of regulation. 

No one can rightly say that the pub- 
lic, the ratepayer, would be unwilling 
to carry out its end of such a bargain, 
particularly after having been on the 
receiving end of benefits for a consid- 
erable period of time. Any such as- 
sumption about the lack of sportsman- 
ship of the ratepayer constitutes an un- 
warranted attribution to the ratepayer 
of an un-American sense of fair play. 

Furthermore, such conjectures can- 
not take into full account circumstances 
and conditions affecting business in 
general. Unquestionably the Washing- 
ton Plan by its very clearly written 
phraseology would tend to avoid the 
unpopular act of raising rates for a 
longer period than would be possible 
under orthodox processes. So it may 
well be left for the future to determine 
either the necessity or circumstances 


when and if this phase of the plan may 
be called into play. 

We must recognize, of course, that 
rates cannot forever and ever go down, 
down, down under the Washington 
Plan or any other. For sixteen con- 
secutive years, the Washington Plan 
(modified from time to time to adapt 
it to changing economic and other con- 
ditions) has produced ever-lowering 
rates for electric current in the nation’s 
capital. The same plan as applied to 
the Washington Gas Light Company 
has similarly been quite satisfactory 
for several years. These rate cuts are 
not necessarily getting slimmer, either. 
The last reduction made in rates under 
the electric plan was larger than the 
average annual reduction for the en- 
tire 16-year period. There is no evi- 
dence on which to predict when, if 
ever, the continuous annual reductions 
of rates will cease and a definite re- 
versal may be expected to occur. 


\ has frequently been said, “Oh, yes, 
with an expanding industry such as 
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the electric light and power business it 
may be entirely possible to use the 
Washington Plan in a small jurisdic- 
tion like the District of Columbia, but 
it wouldn’t work where there are a 
multitude of utilities or even on a num- 
ber of electric utilities operating in any 
of the states.” 

That, I think, is a hard statement 
either to refute or to prove. There is 
no practical experience upon which to 
verify or disprove it. Yet it does seem 
only reasonable that if rates and serv- 
ices of one kind of utility can be suc- 
cessfully regulated by the Washington 
Plan, rates of others with different 
character of utility service may be regu- 
lated in like manner. In my judgment, 
based upon about nine years of ad- 
ministration of this plan, it is just as 
susceptible of application alike to 
mass transportation, telephone, gas, or 
electric service. 

It ought to be remembered that 
while it is true that gas is not adapted 
to nearly so many different forms of 
use by varying appliances as is the case 
of electricity, on the other hand, the 
American Gas Association, acting na- 
tionally for the whole gas industry, has 
done and is doing a tremendously im- 
portant job of putting gas to use in 
many new places in the home, business, 
and industry. In other words, the gas 
business has been changed from what 
many people believed was a moribund 
industry into a new and dynamic one. 

While this has been taking place the 
use of electricity may be said to be 
stabilizing itself rather than opening 
very many new fields for expansion. 
The present tendency towards the wide 
use of fluorescent light may, and no 
doubt will, tend to stabilize the amount 
of lighting current sold. General air- 
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conditioning by gas is still somewhat in 
the future and may prove quite com- 
petitive. Other recent developments ap- 
pear as possibly retarding the immedi- 
ate necessity for larger generating 
facilities. Less startling developments 
seem to be on the cards of the electric 
industry. 


— mass transportation in 
many localities needs a more 
flexible and intelligent system of rates 
to encourage greater use of its facili- 
ties at more reasonable and compensat- 
ing rates. 

So it is with the present highly 
variable and complex charges for tele- 
phone service. They make it suscepti- 
ble of sliding-scale regulation. This 
would be particularly true if technical 
improvements should eventually ease 
the restrictive relationship between in- 
creased use of service and proportion- 
ally increased operating expenses, 
which have heretofore characterized 
the telephone business. The services of 
minor forms of utilities subject to regu- 
lation other than rails, truck, and 
busses engaged in mass transportation 
in urban service, may or may not be 
improved by the Washington Plan. 

The old bugaboo of what may hap- 
pen when rates have to be increased is 
the principal argument advanced so 
far by other utilities as a reason for 
hesitating to endorse the Washington 
Plan. They might well consider that, 
with the large variety of rates, tolls, 
and charges now found in most forms 
of highly flexible rate structures, a 
wider choice is given for either lower- 
ing or raising rates in a manner most 
pleasing in the lowering or the least 
painful in the raising. 

It is these facts which have been ap- 
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praised by a multitude of students of 
regulation. They have invariably con- 
cluded that the Washington Plan of 
regulation marks an advance in the art. 
But some wonder whether it would 
work as well in a larger jurisdiction 
than the District of Columbia. Let’s 
see what would be done in the regula- 
tion of far-flung utilities. 

It is apparent that if Washington 
Plan regulation is good when applied 
locally, then the problem of conduct- 
ing the rapid check (now employed in 
the District to determine the facts upon 
which to act) could be simplified for 
a larger jurisdiction, if the latter were 
to be divided into suitable units for the 
purpose of regulation by the Washing- 
ton Plan. Bigness ought not to be a bar 
to its use. It would simply take a little 
more detail in dealing with a compli- 
cated property. 


I DO not contend that the Washing- 
ton Plan is a perfect scheme of regu- 


lation, or the only way to perform such 
public service. It is simply a well- 
ordered and systematic process of 
regulation. Indeed, its rule-of-thumb 
approach may even make it appear a 
rather crude method. But for all its 
crudeness the results obtained seem to 
mark it as a worthy process for intelli- 
gent study by both the regulators and 
regulated. Consider that there has been 
150 per cent greater decline in rates 
under the Washington Plan than is 
shown by the composite experience in 
the remainder of the country during 
the sixteen years of experience. During 
this same period the financial standing 
of the utilities so regulated appears to 
have become more stable. They have 
gained in the favor of the public. 
After all, regulation ought to be 
flexible and responsive to the public 
need. The Washington Plan is respon- 
sive in that adjustments of rate struc- 
tures to accord with current operating 
results are made expeditiously and are 


TABLE II 
DISTRIBUTION OF RATE REDUCTIONS BY CUSTOMER CLASSES 


Residential Commercial 
rates 


rates 
$522,170 


155,385 


419,912 


Miscella- 
neous dis- 
tributions 


Street 
lighting 
rates 


Grand total 
distributed 
$762,352 
352,164 
430,829 
337,895 
624,062 
660,035 
830,463 
861,023 
563,335 
379,841 
148,921 
310,755 
504,682 
770,080 
393,986 
575,297 








Total 16-year a. $3,741,675 
Per cent of whole . 43.9 


793 


$4,428,902 
52.1 


$303,133 $32,010 $8,505,720 
3.6 0.4 
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seldom accompanied by litigation. 
Thought can be given to lowering rates 
in places where greater encouragement 
is given to the use of the service in 
periods of the day other than the peak, 
thus bringing about more continuity 
in use of the whole plant facilities. 

The statistical tables herein have 
been compiled from the records of 
the results of sixteen years of the 
existence of sliding-scale regulation of 
the business of the Potomac Electric 
Power Company by District authori- 
ties. 

Table I shows in the first column 
the year during which the opera- 
tions took place, while in the seventh 
column is that portion of the excess 
earnings determined in accordance 
with the sliding-scale plan which is 
used for the purposes of reducing rates 
during the following twelve months. 
And while you are looking at the 
seventh column you may observe that 
the sum of the yearly amounts appear- 
ing in it totals $8,505,720, or an aver- 
age annual amount of $531,608. If 
these reductions were totaled on a 
cumulative annual basis (as is done in 
other jurisdictions), the sum of finan- 
cial benefits received by the public 
would reach the incredible proportion 
of almost $75,000,000—all this for the 
single city of Washington! 


HE second column of Table I 

shows the rate bases at the end of 
each of the years shown in the first 
column. The item $32,500,000 was the 
base agreed upon at the inception of the 
plan. Of necessity, after ten or a dozen 
years of litigation it was a compromise 
between figures claimed by the public 
and higher figures claimed by the 
utility. You will recall what was stated 
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above about the rate base continuously 
approaching the so-called prudent in- 
vestment base. This column bears out 
that observation. At the end of 1933 
the original rate base had doubled. 
The excess over the original base was, 
according to the Washington Plan, en- 
tered as actual dollars of expenditures 
made for plant extensions, accumula- 
tions of additions, or betterments. 
Notice that the original rate base 
has been increased by over $50,000,000 
so whatever inherent mistakes were in 
the original base have with the passage 
of time become of less importance. 
According to the plan, the base used 
for computing the fair return of the 
company, the cost of each piece of 
property is put in the base only for the 
period for which it was in use. The 
result of the application of that plan is 
seen in the third column. The amounts 
of the return actually earned according 
to the methods of computation fol- 
lowed in this plan are recorded in the 
fourth column. The rates of return ac- 
tually earned year by year by the com- 
pany are shown in the fifth column. 
Those rates are the results of dividing 
the figures in the fourth column by 
those in the.third column. You will ob- 
serve that the company earned returns 
as low as 7.02 per cent.in 1938 and as 
high as 10.71 per cent in 1930. In the 
sixth column is observed the amounts 
of money which the company earned 
in excess of a fair return and was al- 
lowed to keep as compensation for 
greater efficiency and economy to 
management (reflected in providing 
the amounts shown in the seventh 
column). In other words, the sixth 
column contains the rewards given, ac- 
cording to the plan, for attaining more 
reasonable rates and services. 
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TABLE III 
SALES OF ELECTRICITY AND REVENUES THEREFROM 
Gross Kilowatt* Average price received* 
revenues* hours sold per kilowatt hour sold 
Per cent Per cent 
— of 1924 of 1924 
d a i en 
ndi 117. 4 é 
ee 133.85 4.00 79:21 
cumula- 147.38 3.86 76.44 
rm 166. 3.71 3.4 
_ 186.46 3.51 
oll base 211.87 3.24 
33.20 3.01 
1000 253.11 2.76 
were in — 2.67 
as .20 2.49 
—s 342.56 2.37 
nce. ord 228 
iS 430. 2.1 d 
oe 483.12 1.97 30.01 
of the 534.54 1.88 37.23 
lece of ea ;, , 
f * Excludes street lighting, street railway, and other electric corporation 
or the sales or revenues, as well as billing adjustments, delayed payment charges, 
> The and utility revenues other than from the sale of electricity. 
a Revenues for 1924 are those received at the rates billed—they do not 
plan 1S exclude collections in that year impounded by court order and, of which a 
mounts portion was subsequently refunded. 
ording y 
mn. fol- 
in the , I ‘aBLE II shows how the money $1,373,813.41. There has been a total 
Im ac- used to measure rate reduc- accrual of $16,787,921.82 since the 
e com- tions was distributed among the rate _ plan has been in effect. Of this amount 
ylumn. schedules. the ratepayers put up $11,237,419.81 
viding Table III shows how the gross and the company the remainder out of 
nn by revenues of the company have grown, _ its fair return. 
ill ob- along with the increased use of current The basic rate of return established 
turns and the decreased rates paid by the for the company has varied from 7} 
ind as customers. When the plan was started per cent at its inception to 6 per cent 
[n the the average rate per kilowatt hour paid _ presently in effect. As economic condi- 
ounts by the customers was 5.05 cents, last tions, interest rates, and earning power 
arned year it was 1.88 cents, a decline of of other invested capital have changed 
as al- 62.77 per cent since the plan was in- from time to time so has the allowable 
| for augurated. rate of return established under the 
y to A novel feature of this plan is its plan. The first change was to 7 per 
iding sliding-scale method of accrual on ac- cent, then to 64 per cent, and finally to 
enth count of depreciation. The annual ac- 6 per cent. 
sixth crual for depreciation reserve of the 
|, ac- company grew from $768,472.88 in S° much for some of the more im- 
portant and significant facts con- 


nore 


1924 to a maximum of $1,442,905.47 


in 1935, and in 1939 it amounted to 


cerning the results of the operation of 
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the Washington Plan in the field of 
electric light and power. Perhaps a 
word or two here about the same plan 
in effect as a means of regulation of 
the property of the Washington Gas 
Light Company might serve to illus- 
trate its applicability in that field. 

This latter plan was worked out in 
December, 1935, and has been in op- 
eration since, with the result that with 
an established return of 63 per cent 
the company earned in the year’s end 
as of June 30th in 1936, 1937, 1938, 
and 1939, respectively, 6.94, 6.53, 6.93, 
and 7.74 per cents. This year promises 
even better results. The amounts used 
as measures of rate reductions have 
been in the order of years named above 
$47,433, $3,138, $50,492, and $163,- 
575. 

The total reward for better man- 
agement so far aggregated $495,295. 

Upon these statistical facts the pre- 
vious assertions and opinions appear- 
ing in this article very largely rest. 
Nothing has been done which cannot 
be supported by data of a factual na- 
ture. By this plan guesswork and 


conjecture in regulation have been re- 
duced to the bare bones and an easily 
understood, less controversial, and less 
costly process has been substituted. 

In conclusion, a word of caution 
ought to be given in the light of the 
long experience with operation of slid- 
ing-scale regulations. It is a well- 
known, historical fact that the old 
Boston sliding-scale regulation, as well 
as the English sliding scales upon 
which it was patterned, failed largely 
because it was erroneously assumed 
that these arrangements were in them- 
selves self-executing. Therefore, no 
organization was set up to see that they 
did function in the manner intended. 

This proved to be a fatal mistake. 
Although a sliding-scale, profit-shar- 
ing plan may appear to work auto- 
matically, it is certainly not “fool 
proof.” It requires constant and care- 
ful supervision by competent regula- 
tory authority. In short, no such plan 
ought to be established without an 
accompanying staff of experts to give 
its attention to the operations of the 
company to which it applies. 





Footnotes 


1 The details of the genesis of this will be 
found in the following articles: 

“A Unique Experiment in Rate Regulation,” 
by Aaron Hardy Ulm, Pustic Utizities Fort- 
NIGHTLY, November 27, 1930, page 656. 

“How the Sliding Scale Basis of Rate Mak- 
ing Works,” by Mason M. Patrick, Pustic 
Utiuities Fortnicutiy, April 27, 1933, page 
506. 

“A Regulatory Experiment That Worked 
Too Well,” by Aaron Hardy Ulm, Pustic 
+ a FortNIGHTLY, March 30, 1933, page 


“How Better Utility Regulation Can Be 
Achieved,” by Riley E. Elgen, Pustic Utiit- 
TIES ForTNIGHTLY, April 23, 1936, page 531. 

“How the ‘Sliding Scale’ Reduces Rates,” 
by Wm. A. Roberts, Pustic Utivities Fort- 
NIGHTLY, July 2, 1936, page 11. 

“Can Value Be Determined by a Slide-rule 
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Method?” by Tully Nettleton, Pusiic UTILI- 
TIES FoRTNIGHTLY, January 5, 1939, page 19. 

“Public Utility Regulation and the So-called 
Sliding Scale,” by Irving Bussing, Columbia 
University Press (1936). 

“The Administrative and General Expenses 
of the Electric Utility Operating Company,” 
by Luther Hugett Bender (1939). 

Testimony of the writer before the New 
York Joint Legislative Committee (1935). 

Testimony of the writer before the legisla- 
ture of the Commonwealth of Massachusetts 
in 1935. Mass. State Document No. 1600, Jan- 
uary, 1936. 

Lecture by the writer at Maryland Univer- 
sity, spring, 1938. Printed in full in Electric 
Light and Power, May or June, 1938. 

2 Legislative document 1600, 1936. 

8 Pittsburgh Press, Apr. 15, 1940. 
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Wire and Wireless 
Communication 


HE Federal Communications Com- 
mission, on May 28th, decided to 
hold the reins on television until further 
experiments in more parts of the United 
States end the present rift in the industry. 
Instead of beginning September Ist on 
a limited scale, as originally planned, 
commercial television will now await 
agreement among the industry’s engi- 
neers as to the merits of any one of the 
present competing television systems. 

In holding the amber light longer on 
this vast new business, the commission is 
chiefly hitting the Radio Corporation of 
America, whose selling campaign in the 
New York area caused complaints from 
competitors and led the commission to 
reconsider its original order. Led by the 
Allan B. DuMont Laboratories, Inc., 
RCA’s opponents argued that widespread 
sale of RCA sets would “freeze” televi- 
sion at its present stage by getting the 
public stocked with sets incapable of re- 
ceiving more distinct images. 

In its report, the commission promised 
to encourage full commercialization of 
television as soon as the engineering 
opinion of the industry was prepared to 
approve any one of the present compet- 
ing television systems. In the meantime, 
it proposed to license more television ex- 
periments in various parts of the country 
with the view of forestalling concentra- 
tion of facilities in particular centers of 
population to the exclusion of the rest of 
the country. 


LE gerrcentn that “there is no room for 
squatters” in the television do- 
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main, the commission is inviting experi- 
ments in San Francisco, Los Angeles, 
Chicago, Washington, Albany, N. Y., 
Cincinnati, Ohio, and Boston. The num- 
ber of stations authorized to any one li- 
censee will be strictly limited. 

The commission stated: 

It is essential to the progress of television 
that there not be a mere semblance of compe- 
tition, but that there be a genuine and healthy 
competition within an unfettered industry. 
The American system of broadcasting has 
been established by the Congress on a com- 
petitive basis. Television will be an im- 
portant part of that system. 

Contrary to the experience of other indus- 
tries which have found that technical im- 
provements were stimulated by large public 
use, in the television field a major portion 
of the industry takes the view that success- 
ful promotional activities at this time can 
act only as an anchor on experimental ef- 
forts to go forward. ... Premature crystal- 
lization of standards will remove the incen- 
tive for technical research toward higher 
levels of efficiency. 


The commission unanimously agreed 
with the testimony of Radio Corporation 
of America’s opponents that due to the 
“lock and key” relationship of the televi- 
sion transmitter and receiver, substantial 
changes cannot be brought about once 
widespread distribution of receivers op- 
erating on a particular combination has 
locked the system to that level. 

In addition to the DuMont Labora- 
tories, which RCA has charged are 
financed by Paramount Pictures, dissat- 
isfaction with RCA standards also was 
voiced by Zenith Radio Corporation and 
by the Philco Radio and Television Cor- 
poration. 
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The commission’s action was forecast 
more than a month ago when Chairman 
James Lawrence Fly indicated after a 
conference with President Roosevelt that 
the future of television depended on the 
ability of engineers to develop a receiv- 
ing set that could be kept abreast of ad- 
vances in telecasting. Certain com- 
panies already have made contracts with 
purchasers to keep the set up to date 
technically. “As soon as the industry is 
ready to go ahead, the commission is, 
too,” Mr. Fly said at the time. 


Bibrpencneien a upon the action of the 
commission in sentencing commer- 
cial television to another siege of experi- 
mental delay, P. U. R. Executive In- 
formation Service, a Washington week- 
ly letter devoted to utility affairs, made 
the following observation in its issue of 
May 31st: 


The FCC seems to be passing the buck to 
the television industry in this week’s order, 
which will delay commercial television op- 
erations until the whole industry agrees upon 
a set of standards for television transmis- 
sion. At the same time, the stinging rebuke 
contained in the order to the Radio Corpora- 
tion of America for its willingness to go 
into the television market immediately (un- 
der a set of standards which RCA regards 
as satisfactory) shows that the FCC feels 
deep resentment over the criticism that it is 
blocking television. The commission is prob- 
ably gambling that RCA will be pressed into 
some sort of a compromise with other manu- 
facturers at an early date and the FCC’s own 
position vindicated. 

It can be expected, however, that criticism 
will be revived to the effect that FCC is 
holding up the parade just for spite. If the 
manufacturers fail to agree, and the public 
is deprived of television for a considerable 
period, the position of the commission may 
become quite embarrassing. RCA sym- 
pathizers are saying that the commission’s 
order will not have much effect one way or 
the other on the public interest, but will sim- 
ply put a premium on the claims of rival 
interests who may be chiefly concerned in 
obtaining patent and other commercial con- 
cessions for themselves. Yet, it must be ad- 
mitted that early agreement on standards 
within the manufacturing industry would get 
television off to a much better start than if 
RCA were permitted to run away from the 
rest of the field. This possibly explains the 
unanimity of the commission’s action this 
week, 


The basis for the commission’s attack 
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on RCA’s position as being opposed by 
substantial units of the television manu- 
facturing industry was largely predicated 
on the attitude of Philco Radio and Tele- § 
vision Corporation, Zenith Radio Cor- 
poration, DuMont Laboratories, and the 
American Television Laboratories. The 
last-named concern is controlled by the | 
noted inventor, Dr. Lee DeForest, } 
Neither DuMont nor American Labora- | 
tories were members of the Radio Manu- | 
facturing Association, whose standards 

RCA proposed to use. 


HE action of the commission in put- 

ting television back on the shelf in- | 
definitely is expected in trade circles to | 
have the unforeseen effect of accelerating | 
widespread acceptance of frequency | 
modulated sound radio broadcasting, re- 
cently authorized by the FCC to be put 
on a commercial basis. Heretofore, FM 
has been caught more or less in the posi- 
tion of an innocent bystander, because of 
the quarrel over television standards, 
which affected settlement of the relative- 
ly minor conflict between FM and tele- 
vision frequency allocations on the radio 
spectrum. In its order early last month, 
however, the FCC gave FM the green 
light, and a week later put television on 
the ice. 

This means that FM should have a 
good head start in developing a market 
for receiving sets without encountering 
commercial competition in the sale of 
television equipment. 

An immediate spurt in the production 
of frequency modulation radio receivers 
was predicted in New York, following 
announcement that the FCC had ap- 
proved commercial FM broadcasting and 
allocated the bands of 42,000 to 50,000 
kilocycles for this purpose. The com- 
mission will issue broadcasting rules 
within a few weeks, so that the 130 pend- 
ing applications for FM stations are sus- 
pended without prejudice and will have 
to be submitted again after the new rules 
are formulated. 

There are three different makes of FM 
receivers on the market now, but within 
a few months at least a dozen manufac- 
turers will offer such sets.. These include 
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WIRE AND WIRELESS COMMUNICATION 


Stromberg-Carlson, which has _ been 
most active so far, General Electric, E. 
H. Scott Laboratories, Stewart-Warner, 
Zenith, Pilot, Farnsworth, Hallicrafter, 
National, and others. Zenith officials de- 
clared recently that their company would 
immediately push the manufacture and 
sale of FM sets. 

The manufacture of transmission 
equipment is confined to three companies, 
General Electric, Western Electric, and 
Radio and Engineering Laboratories, 
Long Island City. Production of such 
equipment, of course, will be stimulated 
when licenses are granted for the erec- 
tion of FM stations. At present, there 
are about 12 FM stations operating on an 
experimental basis. 

RCA Manufacturing Company will 
give radio stations details on FM broad- 
casting within a short time. 

Facsimile broadcasting will also be en- 
couraged by the FCC announcement. At 
present, facsimile is being promoted 
chiefly by Finch Telecommunications, 
Inc., RCA, and John V. L. Hogan of 
Station WOXR. 


* * * X* 


i ibe. British intelligence service re- 
cently uncovered a “fifth column” 
plot to seize power and broadcasting sta- 
tions and sabotage railway and telephone 
os according to reports from Lon- 
on. 

Surprise raids, it was revealed, net- 
ted “numerous important documents” 
seized before they could be destroyed as 
the government rounded up more than 
3,000 enemy aliens as part of the clean- 
up of suspected “fifth columnists.” The 
aliens were taken in heavily guarded 
trains to internment camps in the north 
and west of England. 

Maps showing location of factories, 
telephone exchanges, and water reser- 
voirs were found in the possession of the 
suspected Germans, it was reported. 
Clues discovered in the Netherlands dur- 
ing the German blitzkrieg in that coun- 
try, it was understood, put intelligence 
officers on the trail of Germans of both 
sexes in England. Additional details of 
the plot were learned during the round- 


up of aliens which had been under way. 
2's ee 


ost of the extra charges made by 
telephone companies for installing 
and removing telephone equipment in 
Oklahoma business houses and homes 
would be eliminated under terms of State 
Question 293, Initiative Petition 214, on 
which notice of intention to circulate was 
filed with Secretary of State C. C. 
Childers. 

The measure, which would amend the 
state Constitution, would provide that no 
transmission company could charge for 
installing or removing telephones, hand- 
sets, buzzers, or similar equipment, or for 
changing its location, or for extra or long 
cords, and could make no additional 
charge for handsets, zoning, for any di- 
rectory listing, or for reports on calls. 


*x* * * * 


HE Federal Communications Com- 

mission has completed its hearing 
opened on the application of WNYC, 
New York’s municipal radio station, for 
permission to remain in operation up to 
11 p. m. daily on the 810-kilocycle chan- 
nel shared with it by WCCO, owned and 
operated by CBS at Minneapolis. 

Ralph Clark, FCC engineer, made the 
closing statement, testifying as to the na- 
ture and extent of the interference with 
the facilities of WCCO which would be 
created by night operation of WNYC, 
and the importance of secondary area 
service to radio listeners in remote sec- 
tions served by the Minneapolis station. 

Such interference has been stressed on 
behalf of WCCO by the Columbia Sys- 
tem, which opposes the granting of the 
application, and by the state of Minne- 
sota, which intervened to protect the in- 
terests of residents of its own and other 
states served by WCCO. The interfer- 
ence would be less than represented, 
WNYC contended, and insufficient to 
justify denial of its application. 

Another hearing was scheduled to be 
held on the “collusion charges” filed by 
Mayor LaGuardia on behalf of WNYC, 
and against opponents of its application 
for full-time operation. 
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War Problems of the Utilities 


s war clouds rolled closer to the 
American continent, the problems 
which the utilities face were discussed by 
leading experts, as well as by informal 
exchange of opinion, at the recent (June 
3rd-6th) Edison Electric Institute con- 
vention at Atlantic City, N. J. (See page 
806.) It may be assumed that some or all 
of the following questions are in the 
minds of executives: 

(1) If the United States should en- 
ter the war, to what extent would we fol- 
low the European system of “blackouts” ? 
In England, despite increased industrial 
activity, blackouts and lessened peace- 
time activities have so reduced the de- 
mand for electricity as to raise serious 
problems regarding earnings and divi- 
dends. Canada has had much the same 
experience. Would the trend be similar 
in this country, or would our huge arma- 
ment and export programs more than 
offset decreased consumption for other 
uses? 

(2) The electric power industry’s 
construction program for 1940, esti- 
mated at $600,000,000 to $650,000,000, is 
being accelerated, after some delays early 
in the year caused by the business reces- 
sion and the cold winter. It is estimated 
that during 1940-41 about 2,830,000 kilo- 
watts of steam generating power will be 
installed. 

Even our present electric plant could, 
it is estimated, produce far more than its 
recent peak output if required, though 
average operating efficiency would be 
greatly reduced. The present expansion 
program would therefore seem ample, 
provided “bottle necks” do not develop 
owing to the concentration of tool and 
aviation business in certain localities. 


and 
Comment 


By OWEN ELY 


Are power interchange facilities ade- [ 
quate to take care of such special needs? | 

Leading utility systems are reported § 
making surveys of the potential demand / 
for increased power, as a result of ex- J 
panding armament business. The princi- 
pal problem is to determine the demand [| 
if manufacturing plants which might | 
handle war business should run on a 24- § 
hour basis. The question of new plants 
is, of course, much more difficult to esti- | 
mate, but the time lag before the demand 


would be felt would be greater. 


Where will increased industrial re- | 
quirements be largest ? The heavy indus- 
tries, centered in a few eastern states, J 
might bear the brunt of the load, partic- | 


ularly if regular automobile production 


is not curtailed. But administration plans | 


to build airplanes in the Middle West, 
away from enemy reach, might increase 
power needs in that area, particularly if 
blackouts were confined to coast cities. 


In the present hullaballoo over na- 
tional defense, why has there been so lit- 
tle mention of the power “grid” pro- 
posal? Does this mean that the New Deal 
is satisfied with the preliminary plans 
presented by the utilities (not yet made 
public) to provide needed tie-ins? Does 
the hitch lie in the provision, which the 
utilities are reported to have attached to 
their plans, that participating companies 
must continue as exempt from Federal 
control as at present (in other words that 
the regulatory “status quo” will be main- 
tained) ? 

Some fears have been expressed that 
the administration may seek to carry 
through its original ambitious grid plans 
without regard for the industry’s desires. 
Senator Taft recently stated that a draft 
bill had been introduced in Congress au- 
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thorizing the RFC to create a subsidiary 
corporation with power “to engage in any 
business having relation to the national 
defense.” He stated: 

In its original form, the bill would even 
permit the government to go into the elec- 
tric power business and build a vast trans- 
mission system, a so-called grid. In fact, I 
understand the National Power Policy Com- 
mittee, of which Ben Cohen is counsel, re- 
cently recommended that this be done 
through a subsidiary of the RFC. 


ONSTRUCTION of a 275,000-volt trans- 

mission grid would add about 
1,682,000 kilowatts to available load ca- 
pacity of utilities in New York, Chicago, 
Boston, St. Louis, Detroit, Philadelphia, 
Pittsburgh, Washington, Cleveland, and 
Cincinnati (the cities which would be 
linked), utility officials are said by Dow- 
Jones to estimate. While reserve ca- 
pacity over peace-time needs at the end 
of 1941 was estimated at 1,730,000 kilo- 
watts, it was felt in some quarters this 
would still fall short of war-time needs by 
1,600,000 kilowatts, which could be sup- 
plied by the grid within two years. Of 
the total $190,000,000 cost, $70,000,000 
would be spent for transmission lines, 
$70,000,000 for transformers, and $50,- 
000,000 to build lines connecting various 
companies with the grid. The grid would 
be financed in part by a Federal power 
authority through the medium of gov- 
ernment-guaranty bonds; the utilities 
would pay about $9,000,000 and the gov- 
ernment $4,000,000 of the $13,000,000 
estimated annual operating cost. Latest 
reports seem to indicate that the grid 
plan, with administration approval, will 
continue to remain on ice indefinitely, or 
at least until the next session. 

(3) Great Britain has perfected its 
famous “grid” as a war measure, and due 
to its vulnerability to air attack has also 
prepared a reserve “pool” of switches, 
transformers, transmission and distribu- 
tion equipment, etc., stored in undis- 
closed locations to guard against sabo- 
tage. Should a similar program for stor- 
ing spare parts form part of our defense 
program, or is our greater distance from 
the present scene of conflict sufficient 
protection against bombing losses ? 
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(4) Will the President’s avowed de- 
termination to hold down commodity 
prices prove effective? Copper prices, 
while showing no runaway trend, have 
already begun to reflect increased war 
orders. The rapidly mounting budget 
deficit, plus heavy foreign demands, have 
inflationary implications, but offsetting 
loss of foreign trade, and government 
controls, may retard the trend. Fuel 
prices, however, may be directly affected 
by war demands. 

(5) Is the period of easy money ap- 
proaching an end? Despite almost com- 
plete drying up of new financing, short- 
term money rates have hardened, as in- 
dicated by the terms of weekly Treasury 
financing. To what extent can the gov- 
ernment continue to keep money rates at 
a reasonably low level? Has the era of 
refunding operations come to a close 
(except perhaps for occasional private 
deals) ? How can “new money” financing 
be effected through convertible bonds or 
common stocks with the present low level 
of stock prices, and the public apathy 
toward present stock bargains? Does this 
mean that the industry must turn to the 
RFC for needed funds? 

These questions, together with the in- 
tegration problems now being threshed 
out with the SEC, seem likely to furnish 
many a headache for the industry—un- 
less and until the European Allies prove 
victorious over Germany, and a conserv- 
ative administration replaces the New 
Deal. 

e 


SEC to Disclose Integration 
Plans 


er: SEC in an apparent about-face 
of policy has now agreed to furnish 
résumés of its own views as to how sys- 
tem properties should be integrated. Ac- 
cordingly, pending hearings have also 
been postponed in many cases, and a 
complete change of program appears 
likely. 

United Gas Improvement Company 
was the first to win such an agreement, 
followed by Engineers Public Service 
and Commonwealth & Southern. The 
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TABLE I 
NATIONAL Power & LicGHT CoMPANY 
Principal Investments and Their Estimated Value 


Pennsylvania 


1,879,095 Shs. Pennsylvania Pr. & Lt. com. ...... 


North and South Carolina 


16,806 Shs. Carolina Pr. & Lt. $7 pfd. .... 
2,499,998 Shs. Carolina Pr. & Lt. com. .... 


Alabama 


799,996 Shs. Birmingham Elec. com. ..... 


iB 


Miscellaneous Investments (estimated) 


Net Quick Assets (principally in cash) 


*At current price around 98. 


SEC plans for these companies are ex- 
pected to be made public shortly. 

It is reported that the commission 
plans to issue a supplemental notice to 
each of the nine holding company sys- 
tems, tentatively grouping the properties 
of each into “integrated” systems, and 
suggesting possible combinations of these 
systems which may be retained (with 
alternate suggestions for grouping of 
properties). It will also advise which 
nonutility properties can be retained. 


exas 
499,987 Shs. Houston L. & P. com. ...... 


1939 Earnings Multi- 


for Common plier 
(Millions) Used 


$4.9 10 


Approx. 
Value © 
(Millions) © 


$49.0 


plore 6% 1.0 


It is possible that the SEC may go § 
farther and suggest a central core around § 
which each system should be required to | 
group its properties. Thus, Standard Gas = 
might be required to center its system = 
around Pittsburgh, North American | 
around St. Louis, UGI Philadelphia, En- | 
gineers Public Service in Virginia, etc. § 
With more far-flung systems, such as | 
Electric Bond and Share and Cities Serv- § 
ice, the problem would naturally be more § 
difficult. : 
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TABLE II 
NATIONAL Power & LiGHT CoMPANY 
11-year Consolidated Earning Record 


No. Times 
Charges 
Earned 


1.43 


Earned 
per Sh. 
$27.90 
30.87 
32.66 
25.36 
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Preferred Stock 


Common Stock 
Dividends Earned Dividends 
Paid per Sh. Paid 
$6.00 $1.12 $ .60 
6.00 1.28 .60 
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National Power & Light 
Company 


| the accompanying Table I we have 
estimated the liquidating value of the 
principal investments of National Power 
& Light Company based on 1939 earn- 
ings. While data are not available for 
some of the smaller companies con- 
trolled, such as Memphis Generating, 
Edison Illuminating of Easton, Roanoke 
River Power, South Texas Utilities, 
West Tennessee Gas, etc., the combined 
value of these investments would per- 
haps not exceed several million dollars. 
Memphis Natural Gas, currently selling 
on the New York Curb around 4, i 

worth approximately $600,000 to Na- 
tional Power, which has 150,000 shares 
or about 16 per cent of the outstanding 
stock. The accompanying chart indicates 
corporate relationships. It is obvious that 
so far as integration problems are con- 
cerned, the two principal systems are in 
Pennsylvania and Texas. Presumably if 


the SEC would not allow both to be re- 
tained, Pernsylvania Power & Light 
Company would have preference over 
Houston Light & Power. 

While it is difficult to determine prop- 
er “multipliers” to apply to the 1939 
earnings available for subsidiaries’ com- 
mon stocks (practically 100 per cent 
owned by National Power & Light), the 
figures in column 2 were selected with 
recent market prices for utility stocks 
and the earnings records of the four 
companies as determinants. 

The total estimated liquidating value 
of $106,200,000 would, after deducting 
approximately $18,000,000 funded debt 
and $28,000,000 preferred stock, leave a 
balance applicable to the 5,456,117 shares 
of common stock of approximately $60,- 
200,000, or about $11 per share. This 
compares with the current market price 
around 6, 

At its current price the common stock 
yields 10 per cent based on the dividend 
rate of 60 cents. The 11-year consoli- 
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CORPORATE CHART, DECEMBER 31, 1939 
Showing Major Investments in Subsidiaries and Percentage of Voting Stock Owned 
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“ Stock 75.63% ese 53% Voting Stock 91.32% Voting Stock 100% 


Memphis Six 
Generating 
Company 


Lehigh West Tennessee 
Valley Transit Minor 
Company Subsidiaries 

See Note D 


as 
Company 


Has 

Five 100% owned 
One 50% owned 
Subsidiaries * 
For Book Cost of 
NPSL ae 
in Lehigh Valley 
— hry 


For Book Cost of 
NPSL Holdings 
SeeNofes B&C 


Book Cost of ook Cost of 

NP&L Holdings Neel bers 

Gas Gnpany =e a is 

jas Compan nerahing 
09,877 ‘j $5,050,00 iy 


Voting Stock 100% 


























v am ni ion 00% Voting Stock 100% 








A—Combined book cost of holdings in Birmingham Electric Company and Houston Lighting & 


Power Company 


$17,452,931 


B—Combined book cost of holdings in Pennsylvania Power & Light Company, Lehigh Valley 


Transit Company, the four 
investments in that state 
C—Combined book cost of holdings in the two 


‘minor subsidiaries” 


“minor subsidiaries” 


in Pennsylvania, and miscellaneous 
79,810,302 


outside Pennsylvania 1,812,746 


D—These subsidiaries consist of one ice and water, one water, two transportation, and two 


electric companies. 
*SUBSIDIARIES OF 
Pennsylvania Power & Light Company . 
Carolina Power & Light Company . 
Lehigh Valley Transit Company . 
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. one real estate, two gas, and two water companies. 
one real estate company. 
one real estate, one toll bridge, one gravel, one amuse- 
ment park, and two transportation companies. 
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dated earnings and dividend records for 
the preferred and common stocks are 
shown in Table II. The strong position 
of the $6 preferred stock (currently 
around 78 to yield about 7.7 per cent) is 
indicated by the cash position, as well as 
the simple system set-up. 


¥ 
International Telephone 


i Telephone is current- 
ly selling at 2%, or about 3 times the 
1939 share earnings of 76 cents, and at 
less than 2} times the average earnings of 
the past five years (about $1). However, 
these earnings are on a consolidated sys- 
tem basis with subsidiaries’ local cur- 
rency earnings translated into dollars 
(whereas in many cases it is impossible, 
owing to government regulations, to ef- 
fect such conversions and move the earn- 
ings into the parent company treasury). 
The parent company (alone) was able 
to show net income of 24 cents per share 
in 1939 compared with 20 cents the pre- 
vious year. While interest charges are 
being promptly met, its current assets 
(almost entirely cash) at the end of 1939 
only moderately exceeded the current 
liabilities. 

The parent company’s investments 
(and advances), carried at about $350,- 
000,000, are divided approximately as 
follows: Telephone subsidiaries 71 per 
cent, cable and radiotelegraph 10 per 
cent, manufacturing and sales 18 per 
cent, miscellaneous 1 per cent. The huge 
Spanish plant in which International has 
a stake of about $67,000,000 (second 
largest investment) has been omitted 
from the system’s earnings statement for 
several years. Soon after the outbreak of 
civil war in that country it was taken 
over by the government, and in 1938 by 
the victorious Franco régime; but after 
a year’s negotiations arrangements are 
now being made for its return to parent 
company management. Plant damages 
incurred during the Spanish war, not yet 
fully estimated, will probably run into 
millions of dollars. The 17-story steel 
and concrete office building in Madrid 
was struck by 186 shells, but the dam- 
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ages were repaired at a cost of about 
$220,000. 

It seems doubtful whether the Span- 
ish companies can contribute substan- 
tially to earnings for some time, since the 
government controls exchange of pesetas 
into dollars. However, the manufactur- 
ing plant, restored to the company about 
a year ago, will probably be permitted to 
buy sufficient exchange to purchase 
needed raw materials and expand opera- 
tions. The export business formerly sup- 
plied by the Antwerp factory will prob- 
ably be transferred to Spain. 


T&T manufacturing plants in Den- 

mark, Norway, Czechoslovakia, Aus- 
tria, Belgium, and Germany are now un- 
der Nazi control and most of them are 
probably working on German war busi- 
ness. Remaining plants in nonbelligerent 
countries are said to be working night 
and day, unfilled orders at the end of 
1939 being considerably larger than in 
1938. 

German and Polish manufacturing 
properties were omitted from last year’s 
earnings statement and presumably the 
other properties mentioned above will be 
omitted this year. It is difficult to attempt 
any estimate as to how much of the total 
investment has been involved in the latest 
“blitzkrieg,” but presumably it would 
not amount to over 5 or 10 per cent of the 
system total. Remaining factories are 
located in England, France, Hungary, 
Roumania, Switzerland, and Australia. 

European telephone services are con- 
fined to Roumania and Spain. The im- 
portant Shanghai phone property, while 
active, has been affected by a decline of 
over one-half in the exchange value of 
the Chinese dollar in 1939. The Latin- 
American telephone systems (the Argen- 
tine being the largest single system in- 
vestment) contribute a substantial part 
of the system revenues as indicated in the 
following table (approximate millions of 
dollars) : 

1939 


1938 
Manufacturing sales . $64 
Telephone service 34 
Cable service, etc. ...... 5 
Miscellaneous 4 
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_— preparedness of the electric 
power industry in the United States 
to meet the requirements of the national 
defense seemed to be the dominant theme 
heard at the recent annual convention of 
the Edison Electric Institute at Atlantic 
City. The president of the Institute, C. W. 
Kellogg, sounded the keynote in the open- 
ing regular session on the morning of 
June 4th when he said that the electric 
power companies of the United States are 
prepared to fill all requirements for elec- 
tric power necessary in any defense pro- 
gram that may be undertaken by the 
nation. 

He added that utilities can best main- 
tain an ample supply of power if left 
free to exercise their own judgment, 
initiative, and present position of respon- 
sibility. 

A strong, adequate, and willing indus- 
try, ready to exert its full powers with- 
out loss in time or efficiency in the sup- 
port of its government for national 
defense, is one of the greatest assets a 
country can have to prepare for or to 
prosecute a war, he declared. Mr. Kel- 
logg further stated: 


I am convinced that this is the position 
of our industry, and that our government can 
count upon the availability of an adequate 
power supply for national defense without 
the need for expenditures or other special 
measures on its own account. 

The electric utilities supply about three- 
quarters of all the electric power used by 
industry in this country and therefore face a 
great responsibility in the present situation. 
They can face it with complete confidence, 
for they are prepared with the requisite 
plant facilities, experienced organization and 
personnel to meet the responsibility. Ample 
power capacity is available to supply all the 
existing industrial establishments of the 
United States. Incremental new power capac- 
ity can be added just as fast as new muni- 
tions factories could be built. Never in his- 
tory has any country been so well prepared 
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Xe. What Others Think 


* 
\, 


Electric Institute Stresses 
National Defense 


with power for the production of munitions 
as is our country today. 


-_ excess installed generating ca- 
pacity above the peak demands of 
our power stations is more than 40 per 
cent, he reported, with new construction 7 
under way to maintain that margin above 
normal growth. Mr. Kellogg said: 

I am sure I speak the sentiments of every ‘ 
electric utility in this land when I say that © 
the industry is ready and willing to do its 
best to aid our government and its armed 
forces in bolstering the national defense. It © 
did so in 1917 to the limit of its plant facili- 
ties, and it is ready to do it again, this time © 
with much more ample resources, so that 
electric power supply need place no limita- 
tions on the production of munitions of war. 
Other factors, such as the supply of skilled 7 
labor, may set the limits, but not the supply © 
of electric power. $ 


Pointing out that the present war has | 
produced a very little increase in the elec- 
tric output of Canada and none at all in 
England, according to the report of the 
British Grid, Mr. Kellogg calculated that 
the entire war munitions load of the last 
war would today be equivalent to only 8 § 
per cent of the present annual output of 
the electric light and power industry. 

Quoting from Washington’s Farewell 
Address the advice that “timely disburse- 
ments to prepare for danger frequently 
prevent much greater disbursements to 
repel it,” Mr. Kellogg observed that the 
First President, in the same paragraph, 
urged the nation to “cherish public 
credit.” “One method of preserving it,” 
Washington said, “is to use it as sparingly 
as possible.” Mr. Kellogg told the con- § 
vention : 

Surely the best way to follow this sage 
advice is to leave on the shoulders of private 
enterprise the job it has been doing and can 
continue to do with a maximum of efficiency, 
so that the nation’s credit and resources can 
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be devoted to the procurement of the en- 
gines of war and the training of military 
forces. 

If the initiative is left in the hands of the 
country, its engineering and operating forces, 
better than any other agency, can contrive to 
use existing resources to the maximum de- 
gree, thus reducing to a minimum the neces- 
sity for any new construction in time of 
emergency. This will relieve the demand on 
materials and on labor and conserve the na- 
tional credit at a time when they are badly 
needed for other purposes. 


N times of emergency the utilities’ re- 
I sources in trained and seasoned per- 
sonnel are of even greater importance 
than their vast resources of physical 
plant, he asserted. Working in smooth- 
functioning organizations, long accus- 
tomed to meeting emergencies any time 
of the day or night, they are accustomed 
tothe responsibility of keeping the wheels 
turning and of meeting any demands of 
the service, Mr. Kellogg continued : 


They are skilled in finding a practical solu- 
tion of difficult technical problems, in mak- 
ing repairs, and installing and adjusting ma- 
chinery. They are experienced in speedily 
restoring electric service when fire, storm, 
or flood may disrupt it. The most valuable 
defense against possible interruption of serv- 
ice from acts of war or sabotage, more valu- 
able than spare generating capacity or extra 
transmission lines, is this capable body of 
trained and resourceful men. 

The Industrial Mobilization Plan of 1939, 
Senate Document Number 134, says, “The 
surrender of all individual rights in war 
time is undesirable, if it can be avoided, but 
the assumption of additional individual re- 
sponsibilities will be essential to the efficient 
coordination of a national industrial effort.” 
The electric utilities are prepared and will- 
ing to accept the “additional individual re- 
sponsibilities” and are confident that neither 
on the score of willingness nor on the score 
of available resources will the Army, Navy, 
or other national defense agencies have rea- 
son to call upon them to surrender the in- 
dividual rights referred to in the statement 
I have quoted. Most certainly the utilities 
can best maintain an ample supply of elec- 
tric power if left free to use their own judg- 
ment and initiative and if kept in their pres- 
ent position of responsibility. 

Let all of us continue to exercise these 
two great powers that distinguish private en- 
terprise—initiative and efficiency—that we 
may retain and strengthen our hold on the 
public confidence and that this country may 
continue to profit by our contributions to its 
welfare. In this way also we can be most 
effective in the defense of our nation. 


"ers E. Wilson, president of Gen- 
eral Electric Company, in an ad- 
dress entitled “The Practical Way Out,” 
followed up Mr. Kellogg’s argument that 
business should be allowed to work out its 
own problems with the suggestion that 
the methods of enlightened business are 
the best guide for the eventual recon- 
struction of the world. 

Likening the elements of a dispute be- 
tween government and business, or be- 
tween nations at war, to those involved 
in such local problems as strikes, he as- 
serted that in each instance a satisfactory 
settlement called “not merely for an im- 
patient or passive tolerance, but for the 
maximum of consideration and apprecia- 
tion of the opposing interests and view- 
points.” 

Mr. Wilson said America and Amer- 
ican business can best contribute to the 
ultimate peace and harmony of the world 
by managing their own affairs peacefully 
and harmoniously. He stated: 


In our national economic affairs, we sim- 
ply must reach a better human understand- 
ing so that the productivity of the industrial 
machine, which all have helped to create, may 
be greatly increased and kept running 
smoothly, with the minimum cost of repairs 
and in the maximum interest. ... We cannot 
reasonably expect to inspire confidence in the 
court of world opinion unless we can ap- 
proach it with a record of success in our own 
democracy. 


Industrial and scientific progress will 
continue, he predicted, despite the present 
chaos and the disillusionment following 
the World War, because society is for- 
ever clamoring for the things that will 
make it better ; but there must be brought 
in a new understanding of human rela- 
tions. Mr. Wilson said, “Business has 
been a great civilizer. It can be a better 
one. Education, coérdination, research, 
and engineering development are four 
factors in it which will help meet the new 
challenge to civilization.” 


AKING the financial approach, Ed- 
win Vennard, vice president of Mid- 
dle West Service Company, Chicago, 
stressed the fundamental soundness of 
the electric utility industry in the realm of 
finance. He warned, however, that this 
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position can be maintained only if the cur- 
rent trend of net revenues is changed. He 
pointed out that although increased use of 
electricity brought a rise in the gross rev- 
enues of utilities of 27.8 per cent since 
1933, net revenue increased only 15.7 per 
cent. 

Rising taxes, diminished opportunities 
for operating economies, and accelerated 
rate reductions have combined to bring 
about this disparity, according to Mr. 
Vennard. 

Financial solidity came largely as a 
result of new construction undertaken 
by the electric companies in excess of re- 
quirements during the early years of the 
decade, the Middle West executive said, 
when President Hoover was urging all 
industry to continue building to lessen 
the effects of depression. From 1932 to 
1937, property retirements exceeded new 
investments and little “new money” was 
needed; but recently new capacity has 
again been added. 

Beginning in 1933, he demonstrated 
through charts, taxes on the utilities have 
steadily increased and, mostly because of 


taxes, operating expenses have risen 
both in total and in relation to revenues. 
He stated the increase in utility taxes 
since 1927 as 123 per cent. 

Prior to 1930, Mr. Vennard recalled, 
the industry was going through a process 
of integration, in which physical consoli- 


dations and interconnections between 
companies were accomplished on a large 
scale, 

These consolidations resulted in con- 
stantly lowered costs of making and de- 
livering energy, he said, and made pos- 
sible frequent rate reductions ; but the in- 
evitable slowing down of this process now 
makes additional operating economies in- 
creasingly difficult to effect. Even the 
“splendid improvement” in power plant 
efficiency has been insufficient to offset 
the increasing taxes, he asserted, so that 
fuel cost is no longer a controlling factor. 
He said: 

Fuel clauses have been considered impor- 
tant in rate schedules; tax clauses are now 
more important. Improved operating effi- 
ciencies will probably continue to be largely 
or completely offset by uncontrollable in- 
creased expenses such as taxes. 
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N the afternoon session of June 4th, 
E. L. Hopping, of the Philadelphia 
Electric Company, declared that the elec- 
tric utilities have met the challenge of the 
past ten years by continually increasing 
capacity and improving economy in order 
to serve the nation faithfully. These ad- 
vances, said Mr. Hopping in his paper 
entitled “Power Generation Advances,” 
have been made in spite of lower rates, 
competition, and restrictive legislation. 
Reviewing the decade’s developments 
more specifically, Mr. Hopping cited the 
improvements in production which have 
resulted from the increased use and re- 
liability of high-pressure, high-tempera- 7 
ture steam production and generation | 
equipment, so that fuel consumption per | 
unit of output has been steadily reduced. | 
Developments in turbine generators have © 
been chiefly in refinements and details, he | 
said, although the average size of new 
units installed has generally increased as 7 
systems expanded. A similar situation 7 
exists in the field of hydro-generation. 
Within recent years, he indicated, high- 
pressure units have been superimposed | 
upon old, less efficient units, rehabilitating 7 
them at relatively small total cost. Thus 
many plants that had been relegated to re- 
serve use have been reclaimed by this 
means so that they are now available as [J 
base load plants and the investment in the § 
original equipment has been made again 
useful for many years. : 
At the same afternoon session, H.R. § 
Woodrow, vice president of the Consoli- § 
dated Edison Company of New York, 7 
Inc., counselled utility executives to con- 
sider most carefully any proposed type of 
construction or system which might in- [ 
crease fixed charges or operating costs, f 
and to be certain that the value of im- 
provements to consumers will more than 
offset the increased expenditures. 
Electric consumers in this country have 
been educated to a “Tiffany” quality of 
service, and in their efforts to make elec- 
tric service more and more reliable the 
electric utilities have in some instances 
spent more for such protection from serv- 
ice interruptions than the increased re- 
liability is worth to the customers, he 
suggested. The situation is further com- 
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SOME FORCES ARE AS DESTRUCTIVE AS BOMBS 


plicated, he said, by the fact that the 
companies are under constant pressure by 
regulatory authorities to maintain the ut- 
most in service reliability while at the 
same time they are under continuous 
pressure to reduce rates. 

The costs of extra equipment, dupli- 
cate construction, and refinement of op- 
eration necessary in maintaining the high 
degree of service continuity prevalent in 
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this country are necessarily reflected in 
rates, he pointed out, and often it seems 
doubtful that the costs of such ultra-pro- 
tected service are justified by the added 
convenience that such service offers. Re- 
ferring to the advances made by the 
utility companies, Mr. Woodrow said: 


We have a right to be proud of our ac- 
complishments, but I believe that we have 
been carried beyond, a sound economic posi- 
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tion, even beyond a sound public relations 
position, in the field of the quality of service 
rendered. 


ISUALIZING the business organiza- 

tion of the electric utilities as “finely 
balanced upon a tripod, the three legs of 
which are finance, labor, and the market,” 
Paul M. Downing, vice president of 
Pacific Gas and Electric Company, told 
the utility executives that these “legs” 
might better be thought of in the human 
terms of investors, employees, and cus- 
tomers. 

The public utilities have been far in 
advance of other lines of business in 
recognizing the importance of the human 
factor, he said, and have long devoted ef- 
fort to creating and maintaining good 
will. He emphasized, however, that no 
cure-all formula for public relations has 
yet appeared nor is likely to appear, and 
the solution must lie in consideration of 
the people comprising the three “tripod” 
groups as individuals, with individual 
human rights. 

Although customers far outnumber 
both employees and investors, and the 
business of utilities is serving customers, 
Mr. Downing warned against the inclina- 
tion to focus upon this group to the ex- 
clusion or slighting of the others. They 
are all of equal importance, he declared, 
in sustaining the structure in complete 
and efficient balance. 

He pointed out that the sending out of 
dividend checks does not discharge man- 
agement’s obligation to the investor. Ad- 
ditional accounting of stewardship should 
be given, so that the investor may under- 
stand that “there is a human organization 
standing guard over his money, doing its 
level best by the wisdom and skill of its 
administration to justify his own wisdom 
in making the investment.” As a means 
toward this end he recommended the new 
“humanized” form of annual report 
which many companies are now issuing. 
The report, he said, “has lost none of its 
dignity, but it seemingly has discarded 
the old Mother Hubbard for a gown by 
Patou. It frequently is printed in color 
and is illustrated. Its text is simply writ- 
ten and informative. It seeks to induce 
the investor actually to know his com- 
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pany, to recognize his partnership inter- 
est in it, and to have toward it the same 
loyalty of ownership he would have to- 
ward any other property he might 
possess.” 


MPLOYEES, the “second leg of the 

tripod,” must be treated with the 
consideration that every man as a human 
being demands for himself, the West 
Coast leader said, reiterating that labor no 
longer is looked upon merely as a com- 
modity to be measured in man-hours of 
work. Stating as obvious the fact that 
good public relations depend largely upon 
good employee relations, Mr. Downing 
reminded his fellow executives that 
loyalty in an organization begins at the 
top. “It is something that cannot be de- 
manded and obtained by the issuance of 
general order,” he said. 

Discussing the “third leg,” the cus- 
tomer group, Mr. Downing character- 
ized utility relations with them as most 
productive of human problems. Too much 
importance, he asserted, cannot be at- 
tached to the treatment of customers in 
every communication, whether by per- 
sonal call, letter, or telephone. All em- 
ployees who meet customers are potent 
creators of good or ill will, he empha- 
sized, and courteous letters answering 
complaints or requesting payment of bills 
often avoid losing friends unnecessarily. 
“We must accept complaints humbly and 
apologetically,” he said, “and make an 
earnest and sympathetic effort to solve 
customer problems to the customer’s sat- 
isfaction.” 

In the final analysis, however, Mr. 
Downing warned that utilities will be 
known by their acts, rather than by their 
publicity. Among services important in 
creating good will heincluded home-light- 
ing surveys, adequate wiring inspection 
and advice, monthly bill surveys, and ad- 
visory engineering service. He concluded: 

Our immunity from attack by those who 
would socialize our industry depends not 
alone upon our defensive participation in 
political activities but more upon our win- 
ning such a high place in public esteem that 
the political seeds of distrust and dissatis- 
faction which may be strewn in our path will 
fall on barren ground. 
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OBERT W. Leach, president of Unem- 
ployment Benefit Advisors, Inc., 
Washington, D. C., spoke on the subject 
of “Unemployment Experience Rating 
in Jeopardy.” He stated : 

On April 30th of this year the balance in 
the Unemployment Trust Fund of the United 
States was more than _ $1,640,000,000. 
Whether that is too much or too little is en- 
tirely beside the point. What is important is 
that it represents funds no longer available 
to private industry. It must be remembered 
that this Trust Fund is the total of state 
deposits and that each such deposit is ear- 
marked for a certain state. The adequacy of 
the reserves must be determined on the basis 
of the program in each state, not on figures 
which are totals for the entire country. Dur- 
ing the first two years after benefits started 
one state paid out only 88 per cent of its 
total contributions, while in another bene- 
fits equal to more than 67 per cent of all that 
had been collected were paid, out in eighteen 
months. Furthermore, experience during the 
period since January, 1938, has given no in- 
dication of the benefit drains possible during 
even a moderate recession of nation-wide. 
scope. We can be sure of one thing, how- 
ever, reserves of this size do become a great 
temptation. 


Mr. Leach said it seems unfair that the 
funds of any employer who provides reg- 
ular work and wages should be tapped for 
the purpose of subsidizing or supplement- 
ing the irregular wages paid by some 
other employer. However, he pointed out 
that advocates of individual experience 
rating and state unemployment laws 
faced two handicaps in their defense of 
that principle: (1) Lack of knowledge 
among top executives concerning even 
the simplest phases of the subject; and 
(2) the false sense of security arising 
from the mere fact that the laws of 40 
states currently contain experience rating 
provisions. 

On the morning of June 5th, H. L. 
Wallau of the Cleveland Electric Illumi- 
nating Company, discussed the marked 
advance in invention, design, and effi- 
ciency of electrical equipment of all 
kinds during the past decade. Decreasing 
revenues in the early thirties, coupled 
with pressure for lower rates and ever- 
mounting taxes, he pointed out, made it 
imperative that advantage be taken of 
every possible means for lowering the de- 
livered cost of energy. The greatest im- 
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mediate gains in this direction were lower 
costs of generation, but, Mr. Wallau 
warned, these reductions have now pro- 
gressed to a point beyond which future 
gains will be increasingly difficult. 


ERMISSIBLE Overloads for equipment 
and circuits have been determined, 
so that margins of reserve have been re- 
duced without sacrifice of dependability, 
he said, and interconnections of systems 
effected where economically feasible. 
“Economic advances have been made in 
all parts of our systems from coal pile 
to consumer’s load.” 

During the same session Ralph Kelly, 
vice president of Westinghouse Electric 
& Manufacturing Company, observed 
that research and development of new 
materials and devices formed an impor- 
tant part of the electrical manufacturer’s 
activity. He pointed to examples in which 
cooperation between manufacturers and 
utility companies has resulted in widening 
the uses of electricity and increasing its 
consumption. 

In the field of electric service, as in 
every other industry, the methods and 
costs of distribution are of paramount 
importance, H. P. Seelye, senior engi- 
neer, Detroit Edison Company, reminded 
utility executives during the afternoon 
session of June 5th. Distribution facili- 
ties are important even from the view- 
point of public relations, he said, pointing 
out that poles and wires come into the 
residential customer’s backyard and serv- 
ice equipment is attached to his house. 
For this reason, he suggested that it was 
worth while to make distribution struc- 
tures attractive and harmonious with 
their surroundings. 

The cost of distributing electrical 


- energy is not out of line with that for 


other products, Mr. Seelye said. Includ- 
ing commercial cost (metering, billing, 
general expense, etc.) it accounts for 65 
to 70 per cent of the retail price, he esti- 
mated, as compared with breakfast 
cereals at 50 per cent, raw cabbage at 82 
per cent, and the average for all com- 
modities in this country at 59 per cent. 
He emphasized the fairness of this pro- 
portion by citing the fact that in a large 
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electric system, facilities for delivering 
power from the generating plant to the 
residential customer account for more 
than 70 per cent of the investment re- 
quired. 


PROGRAM of employee information 

that has proved amazingly success- 

ful as groundwork for better employee 

and better public relations was outlined to 

the utility executives by James M. Staf- 

ford, Jr., of the Georgia Power Com- 

pany, in an address entitled “I Wouldn’t 

Know about That”—the reply a poorly 

informed employee is apt to give to in- 
quiries about his company. 

The Georgia Power Company program 
was started three years ago with the con- 
viction that better public understanding 
of the electric light and power industry 
could come only through better employee 
understanding. Success of the program, it 
was realized, hinged on its voluntary 
adoption by the body of employees. Prac- 
tically all the company’s employees are 
now enthusiastic about the program, Mr. 
Stafford said, making it an ever-develop- 
ing, ever-widening influence for good 
throughout the company. 

New methods of utility property ac- 
counting and their possible effects on the 
income and the equity capital of electric 
utility companies were the subject of two 
addresses delivered at the afternoon ses- 
sion of June 5th. 

C. E. Kohlhepp, vice president and 
controller of the Wisconsin Public Serv- 
ice Corporation, and chairman of the De- 
preciation Committee, EEI, urged that 
utility managements give immediate at- 
tention to depreciation methods and ideas, 
so that a complete and fair understanding 
on this vital topic might be reached with 
public regulatory bodies. 

Bernard S. Rodey, Jr., associate con- 
troller, Consolidated Edison Company of 
New York, and chairman of the Account- 
ing Committee of the EEI, discussed the 
reductions in property valuations to “rea- 
sonable” figures which some state com- 
missions are now requiring, and raised 
the question of whether the utilities were 
to be denied the right of including off- 
setting items of investment which were 
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equally reasonable. If this right is denied, 
he said, utility accounting will become a 
“one-way street” and total book valua- 
tions will not reflect true worth. 

At the evening session on June 5th, 
Howard Coonley, chairman of the board, 
National Association of Manufacturers, 
called upon all believers in voluntary en- 
terprise to defend it whenever they find 
the opportunity. He declared that eco- 
nomic freedom is as fundamental to 
American democracy as those other civil 
liberties guaranteed in the Bill of Rights, 


| erap the morning session of June 
6th, the Washington Water Power 
Company, of Spokane, Wash., was award- 
ed the electric light and power industry's 
most honored symbol of accomplishment, 
the Charles A. Coffin Medal. The award, 
established in 1922 by the General Elec- 
tric Company as a tribute to its late 
founder, Charles A. Coffin, is given an- 
nually to the company which has achieved 
the greatest accomplishment in the opera- 
tion of its plant. 

The Washington Water Power Com- 
pany carried out in 1939 a remarkably 
successful and well-codrdinated sales 
program which resulted in large sales of 
electrical merchandise and increases in 
electricity sales. The company’s merchan- 
dise sales for the year averaged about $55 
per residence customers, 90 per cent of 
the sales having been made by dealers. 
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Residential consumption of electricity 7 


reached a total or 2,060 kilowatt hours 
per residence customer per annum. 


The Washington Water Power Com- 4 


pany also won the silver trophy offered 
by the National Electric Water Heating 
Council for the greatest contribution to 
the development of domestic water-heat- 
ing load during 1939. The Consolidated 
Edison Company of New York, Inc., re- 


ceived the Augustus D. Curtis award for F 


the greatest contribution to the advance- 
ment of artificial illumination of com- 
mercial and public buildings in the United 
States. 

The B. C. Forbes prize for the best 
paper on public relations went to James 
M. Stafford, Jr., of the Georgia Power 
Company. The James H.- McGraw prize 
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“HERE, STICK YOUR DAD’S LUNCH ON ANY BUS THAT COMES ALONG; 
HE’S BEEN SHIFTED TO ‘LOST PROPERTY’” 


for the best paper on engineering was 
awarded to V. G. Rettig of the Cincin- 
nati Gas & Electric Company. 

The George A. Hughes award of a sil- 
ver trophy for the development of domes- 
tic electric cooking load was won by the 
Tampa Electric Company of Tampa, Fla. 
The Thomas W. Martin award, a bronze 
plaque for the greatest contribution to 
rural electrification, went to the Pacific 
Gas and Electric Company of San Fran- 
cisco. Five other prizes, known as the 
R. B. Marshall awards, went to individual 
utility representatives for the promotion 
of domestic electric range utilization. 


A during the morning session of 
June 6th the convention heard 
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Samuel Ferguson, president of the Hart- 
ford Electric Light Company, character- 
ize as “illogical, unsound, and destruc- 
tive” the methods and definitions being 
used to promote the “straight-line” theory 
of depreciation accounting for electric 
utility companies. Mr. Ferguson charged 
that advocates of government ownership 
are using “fifth column” tactics to induce 
public regulatory bodies to adopt rules 
which would cripple the privately owned 
companies to the point that they would 
no longer be able to render adequate pub- 
lic service. 

In the past, he conceded, some com- 
panies using the “retirement accounting” 
method formerly prescribed by the com- 
missions had paid out as dividends, 
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money which should have gone into re- 
serves, but he denied that this was suffi- 
cient reason for changing to the straight- 
line depreciation method. The actual 
trouble lay in the abuse of the retirement 
method, rather than in its underlying 
principle, he said. Under the retirement 
method, reserves are set aside to cover 
property retirements as they are antici- 
pated, while straight-line depreciation 
uses a mathematical formula to amortize 
the original cost of each item of property 
over its estimated useful life. 

It is the failure to make the differentia- 
tion between depreciation already ac- 
crued and that which will or may take 
place in the future which is responsible 
for confusion and disagreement on the 
subject, he declared. 

He acknowledged that amortization of 
property values by the depreciation 
method might be reasonably correct if the 
only causes for retirement were wear and 
tear or the gradual action of the elements, 
but emphasized that 

It is, however, preposterous to assume that 
we can know long in advance how soon new 
inventions will make obsolete what we have; 
or how long before pole lines must be taken 
down because of highway widening or be- 
cause the town has grown into a city which 
by ordinance requires underground construc- 
tion; or when and how often we will be 
visited by hurricane, earthquake, ice storm, 
etc. Yet if the service rendered by our com- 
panies is not to be impaired, advance prepa- 
ration must be made to meet such events to 
the extent that the best of managerial judg- 
ment may direct. Further, because such 
preparation is primarily permitted and re- 
quired in the interest of rendering proper 
service to the customer, any error of judg- 
ment should be on the side of too large 
rather than too small reserves. 


CS the assumption that 
“life tables” for property, based on 
experience, could be justly applied to the 
future, he commented: 


This might be so if conditions remained 
the same, but in an industry which has de- 
veloped from nothing in the short space of 
fifty years, with one invention quickly super- 
seding its predecessor and with the service 
changing from that of a luxury for a few 
to a universal necessity, it is obvious that his- 
tory will not repeat itself. 


Mr. Ferguson said that he agreed with 
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the statement that all pieces of property 
retired should be paid for by the custom- 
ers who used them, but asserted that 
“age-life” depreciation was not the only 
means of accomplishing this. He said: 
To me it seems self-evident that so long 
as a reserve, no matter how accumulated, is 
of sufficient size to care for all retirements 
and still stay in the black without being 
wholly depleted, then the property or prop- 
erties retired have, in fact, been paid for by 
past users out of funds provided by them 
for the purpose, and that such retirements 
are not a burden on future users. 


He denied that, to be consistent, utility 
companies must admit that their proper- 
ties had depreciated to the same amounts 
as had been charged against depreciation 
expenses. If the reserve in its entirety 
does not represent present loss in value 
but is largely a provision against loss 
which may or will occur in the future, he 
said, then of course there is no validity 
in the claim that it should be wholly de- 
ducted as existing depreciation, or loss in 
value, in determining a rate base. He 
added that the customers, by providing 
the reserve in advance of the need for it, 
had of course acquired an equity in the 
reserve. This equity should be liquidated 
by allowing out of profits such accretions 
as the fund could earn if it had been in- 
vested in safe and liquid trust fund se- 
curities, he said. The company is in effect 
a trustee of these funds in the interest of 
the customer and in no sense does the 
fund represent a reimbursement to in- 
vestors of their initial contributions. 


Bee accounting orders of the Fed- 
eral Power Commission the utilities 
are now engaged in the expensive work 
of reclassifying their property accounts 
to separate the original cost of properties 
from the amounts paid in excess of cost 
by companies acquiring the properties 
from other companies, Mr. Ferguson 
said. A distinction between the two costs 
is in the best interests of all concerned, 
he stated, but declared that the utility 
companies could not agree that the acqui- 
sition cost be written off the books and 
not permitted to appear in the rate base. 

The FPC in its order 42-A of July 11, 
1939, has stated that such elimination of 
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aquisition costs from the books is “for 
accounting purposes only,” Mr. Ferguson 
said, but he commented : 


We all understand the utter impossibility 
of obtaining in a rate case the arbitrary ad- 
dition to the rate base of millions of dollars 
not even shown on the books of the com- 
panies. 


He summarized his views on the ques- 
tion of acquisition costs by saying: 


In any rate case, this item should be dis- 
allowed if fraudulent or if so great as to de- 
prive the acquired territory of all the bene- 
fits arising from the transaction. But if the 
company can show that the acquired territory 
benefited in quality or price of service at the 
time of acquisition to an extent that was the 
equivalent of a reasonable return on acquisi- 
tion cost then the retention of the latter in 
the rate base is no more than a fifty-fifty 
division between company and user of the 
benefits created by the transaction. To forbid 
a reasonable return on acquisition cost in 
such a case is to require that in all mergers, 
purchases, etc., the entire benefit must go to 
the users in the acquired territory and none 
to the stockholders or customers of the ac- 
quiring company. 


Mr. Ferguson concluded: 
Provided all factors are recognized there 


should be no difficulty whatever in reaching 
a logical and workable agreement. But as 
long as amortization of principal is sought 
under the camouflage of depreciation, and as 
long as the elimination of proper acquisition 
costs is sought in conjunction with the re- 
moval of such costs as are improper, just so 
long will the existing controversy and dis- 
agreements continue to plague both the in- 
dustry and the regulatory authorities. 


F. A. Newton, rate and valuation 
expert of the Commonwealth & South- 
ern Corporation, at the morning session 
on June 6th discussed utility rates in a 
paper which will be later reviewed in this 
department. K. M. Robinson, head of the 
Washington Water Power Company, at 
the June 5th session told the convention 
that private capital should be used to the 
fullest extent possible for all the things 
that private capital can do, permitting 
every dollar of government money to be 
used for defense purposes. 

At a luncheon session on June 6th, 
Alex Dow, veteran head of the Detroit 
Edison Company, entertained his audi- 
ence with some personal reminiscences 
and philosophy in an address entitled 
“Some of My Prejudices.” 





How “Experience Rating” Reduces Unemployment 
Taxes of Public Utilities 


| ee utilities have an enormous 
stake in “experience rating” under 
the unemployment compensation laws. 
Forty states have provided a system of 
incentive taxation for financing and re- 
ducing unemployment. Under these laws 
employers who provide steady work may 
qualify for reduced payroll premiums, 
while employers who furnish irregular 
employment may be subject to the high- 
est rate, which runs to 4 per cent of the 
payroll in some states. 

Potential tax savings under the ex- 
perience-rating provisions of the various 
state laws range from $12 per $1,000 of 
payroll in Connecticut to $40 in Wiscon- 
sin and Hawaii. The savings available in 
the 40 states now having experience-rat- 
ing provisions in effect are indicated in 
Table I. 


TABLE I 
POTENTIAL PAyROLL TAX SAVINGS 


Savings per $1,000 No. of 
of Payroll States 


The Federal-state system of unem- 
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ployment compensation was _insti- 
tuted in the United States to encour- 
age wide experimentation and adapta- 
tion of state laws to local conditions. No 
two of the 51 laws are alike. Not only 
is there this considerable variation in tax 
savings available to employers who pro- 
vide steady work, but the maximum and 
minimum rates vary from state to state, 
as indicated in Table II: 


TABLE II 


MaxIMUM AND MINIMUM UNEMPLOYMENT 
CoMPENSATION TAX RATES 


Minimum Rates Maximum Rates 

No. of 

States 
11 

2 


0.0 
Rate States 
0 
135 


5 


Rate 


mum rates are 3.6 per cent and 3.2 per 
cent. 


i reduced payroll taxes are 
in effect only in Wisconsin (since 
1938), Indiana, South Dakota, and Ne- 
braska (these three since 1940), in 
virtually every state, if not every one, 
the record of employment in 1940, and 
in some states 1941 and 1942, will deter- 
mine the tax rate which the individual 
employer will have to pay when reduced 


tax rates become effective in his state. | 


In other words, while reduced tax rates 


do not become generally available to 7 


most employers until 1941 or 1942, the 


employer is now determining by his em- ; 


ployment policy what those tax rates will 
be in subsequent years. 


7 

Wd 

6 14 
54 ; 2 
675 0 
? 2 of one or more previous years will con- 
tinue to determine the tax liability of the 
current year. For this reason, the provi- 
sion of more continuous employment for 
even one additional employee may lead 
to subsequent tax savings and a better 
profit position. 

Every employer should familiarize 
himself, as well as everyone in his or- 
ganization from foreman to top officials, 
with these potential tax savings. It is sur- 
prising to discover how many ideas for 
employment regularization will flow 
from numerous people in the company, 


e 


TABLE III 
EXPERIENCE OF Pustic UTILITIES IN WISCONSIN* 
(Record through June 30, 1939) 


Percentage of Premium Contributions 
Withdrawn As Unemployment Benefits 
Industry As 


1 
1 


1 
6 
1 
1 
0 
Z 
2 
1 


1. 
1. 
1. 


Under this set-up employers of two 
states with the same potential tax sav- 
ings may have, nevertheless, entirely dif- 
ferent minimum and maximum rates. 
This is true, for example, in the cases 
of New Mexico and Minnesota, where 
employers may save up to $27 per $1,000 
of payroll. Yet, the respective minimum 
rates for the two states are .9 per cent 
and .5 per cent, and the respective maxi- 


Type of Industry Best Company 
Taxicabs 0.0 
Telephone communication : 0 
Telegraph communication ; 9. 
Electric light and power K ; 

Gas, heating, and illuminating 
Electric light and power and gas combined 
Water supply systems 


Worst Company 


*Data from Wisconsin Industrial Commission. . 

**Although Wisconsin has an employer reserve system of unemployment compensation, 
the law provides for a small pooled account from which unemployment benefits are paid to 
employees of employers whose accounts become overdrawn, so that no employee is deprived of 
legal benefits. 
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once everyone in the organization is made 
aware of these tax savings. 

In Wisconsin the public utilities have 
for the most part qualified for the zero 
or one per cent premium rate, although 
there is considerable range for the dif- 
ferent types of utilities and for the indi- 
vidual establishment, as shown in Table 
III (p. 816). 


N every one of the seven categories, 
I except that of electric and gas com- 
bined, one or more employers have estab- 
lished a record of having paid no unem- 
ployment benefits. In the case of the elec- 
tric light and power industry, twelve em- 
ployers, out of a total of twenty-nine re- 
porting to the state, have paid no unem- 
ployment benefits. It would seem that 
the degree of employment regularity ob- 
tained by these twelve could be approxi- 
mated by the others. 

The writer has had occasion to inter- 
view scores of Wisconsin employers and 
from this study it is obvious that the ex- 
cellent records of stable employment 
achieved by many of these employers is 
traceable to the interest which top man- 
agement has taken in the matter.* 

Experience rating is under attack from 
some quarters but it would appear that 


its primary aim of greater employment 
regularity is being achieved to a con- 
siderable degree.? Public utilities are to 
a considerable degree naturally stable; 
and, since they contribute most to steady 
employment, there is good reason why 
they should be eligible for reduced 
premiums for financing unemployment. 
If experience rating is to be retained in 
the forty states, and extended to the 
others, the utility industry should become 
more active in this program. 
—EmMErSON P. SCHMIDT, 


Professor, University of Minnesota. 


1The American Legion has become suffi- 
ciently impressed, with the possibilities of pro- 
viding greater employment regularity, that it 
has authorized a vigorous program of action. 
As a result, the Minnesota Legion is issuing a 
continuous series of loose-leaf case histories 
of successful employment regularization. 
These are mailed to employers at the rate of 
one to four a week, on the theory that as these 
flow over the desks of the personnel and plant 
managers, treasurer, controller, and other 
company officials, ideas and techniques adopted 
by other employers will strike the reader as 
being practical in his business. Headquarters 
of this activity is American Legion Employ- 
ment Stabilization Service, Austin, Minnesota. 

2 For a comprehensive review of the effect 
of experience rating on employment regularity, 
see: Personnel Vol. 16, May, 1940, pp. 163-74. 





Notes on Recent Publications 


ConsuMERS’ ACTIONS AGAINST Pusiic UTILI- 
TIES TO ENFORCE PERFORMANCE OF PUBLIC 
Duties. Maxwell v. Ohio Fuel Gas Co. 
(Ohio) 38 Mich. L. Rev. 564. Feb., 1940. 


THE Norris Project. Technical Report No. 1. 
Released by the Tennessee Valley Authority. 
Sold by the Superintendent of Documents, 
Washington, D. ‘C. Cloth-bound, $1.50. 

This report was prepared for the purpose 
of giving to the engineering profession im- 
portant and useful facts about the planning 
and construction of the Norris dam and 
reservoir. The volume, first of a proposed 
series of TVA technical reports, contains 
840 pages of text and 375 illustrations. To 
make this report of greatest use to those en- 
gaged on similar projects, relatively little 
space was devoted to such parts of the work 
that followed well-established engineering 
practice, but novel or unprecedented features 
have been described in detail. 
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Among the topics covered in this report 
are: History of the Tennessee river develop- 
ment; the Norris project investigations; so- 
cial and economic studies in the Norris reser- 
voir region; dam and power house designs ; 
access roads; employee housing; construc- 
tion plant; river diversion; construction 
methods; analyses of construction costs; 
size of various construction crews; highway, 
railroad, and other adjustments made neces- 
sary by the creation of the reservoir ; initial 
operations ; unit costs; and total construction 
costs. The appendices include a statistical 
summary of the physical features of the 
project; copies of the engineering and geo- 
logic consultants’ reports; details of the de- 
sign, models, cement, and aggregate studies; 
specification forms; allocation of project 
costs; TVA employee relationship policy and 
wage rates; and the Tennessee Valley Au- 
thority Act. The report also contains bibli- 
ographies on each phase of the work. 
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Defense Plan Urged 


| gts wage! of all Pacific Northwest power 
facilities for national defense purposes was 
* recommended recently by Paul J. Raver, Bon- 
neville Power Administrator, to Secretary of 
the Interior Ickes. Raver asserted: 

“If we are to be prepared to meet the power 
demands of the national defense program, 
with its inherent industrial expansion, it is 
necessary that we accelerate the completion 
of the interconnection of the government 
plants on the Columbia river with all existing 
utilities in the area.” 

Raver recommended to Ickes that immediate 
steps be taken to: 

Accelerate completion of the Bonneville in- 
terconnection with Tacoma and Seattle, 
Wash.; build a second power line into the 
Grays Harbor area of western Washington 
via Olympia and the Cushman plant of the 
Tacoma city light department; provide for 
complete interconnection of Grand Coulee and 
Bonneville dams with the plants in the Spo- 
kane, Seattle, and Portland areas through the 
construction of additional transmission lines; 
provide funds for feeder lines, industrial sub- 
stations, service facilities, and other improve- 
ments “essential to efficient operation.” 

Raver also recommended steps to speed up 
installation of generators at Bonneville and 
Grand Coulee dams. 

Paul B. McKee, president of Pacific Power 
& Light Company, said Raver’s proposed in- 
terconnection of Pacific Northwest power 
plants appeared “to be in line with the coopera- 
tive program we have discussed at various 
times with officials of the Department of the 
Interior, and carried out on a businesslike 
basis, it can be of the Sreatest value to the de- 
velopment of the region.” 

Frank McLaughlin, president of the Puget 
Sound Power & Light Company, endorsed 
the interconnection suggested by Bonneville 
Administrator Raver. He pointed out that he 
spoke in favor of such a development last 
September when he returned from England, 
where he had an opportunity to study first- 
hand the working of the British grid system. 


NARUC Tenders Cooperation 


HE cooperation of the National Associ- 
ation of Railroad and Utilities Commis- 
sioners in the prosecution of the national pre- 
paredness program now going forward was 


The March of 
Events 


tendered to President Roosevelt on May 29th 
in a telegram from the president of the 
NARUC, Harry Bacharach, who is also presi- 
dent of the New Jersey Board of Public Utility 
Commissioners. The telegram was in part as 
follows: 

“In any program for national preparedness 
the codrdinating and expanding of the na- 
tion’s public service facilities must have an 
important place. 

“As president of the National Association of 
Railroad and Utilities Commissioners I tender 
you, in forwarding a program for national 
preparedness, the complete cooperation of the 
state commissions banded together in this or- 
ganization. Beyond that I need not hesitate 
to assure you the equally complete codperation 
of the enterprises subject to our jurisdiction. 

“Without unified effort in the fields of pro- 
viding electric energy, water, transportation, 
and communication, no program of prepared- 
ness can accomplish maximum results. Where 
national interests are at stake we know no state 
lines, though otherwise zealous to maintain 
state control of matters that in our judgment 
under normal conditions and viewed from any 
standpoint other than that of national pre- 
paredness are primarily of state as distin- 
guished from interstate interest and concern. 
Preparedness is a single objective to be accom- 
plished only by centered, common, codrdi- 
nated effort, public and ig state and na- 
tional, upon a national basis. . 


Raver Aide emailed 


l= J. Gendron, who has been identified 
with the Bonneville project since its in- 
ception in 1935 as PWA Project No. 28, on 
May 29th was appointed by Secretary of In- 
terior Ickes as assistant administrator of the 
Bonneville Power Administration. 

Gendron came to Portland, Or., in 1937 as 
executive assistant to the administrator, then 
the late J. D. Ross, and continued in that ca- 
pacity under Administrator Paul J. Raver. 
The new job was created by Congress this 
year. 

Gendron has been a civil service career man 
for twenty-eight years. 


Municipal System Operation 


_prerdhage fairness in protecting the in- 
terests of both taxpayers and electricity 
users was urged recently on cities operating 
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qunicipal electric eee by Dr. William 
\, Dittmer, chief of the Bonneville Power 
\dministration’s system planning and market- 
ag division. He spoke before the joint meet- 
ng of the League of Oregon cities and affili- 
ied groups at Seaside, Oregon. 
The Bonneville official outlined principles of 
quicipal system operation recommended by 
te Bonneville Administration as the result 
if several months’ joint study with North- 
yest municipal utility managers. Dittmer 
darged : 

™ “Opponents of the Bonneville program have 
tempted to make political capital out of the 
iogan that Bonneville is attempting to impose 
jwreaucratic control over municipal plants in 
ie Northwest. Those of you who have met 
yith us, negotiated with us, and have talked 
wth us about our common problems know 
that that is untrue.” 


New Offer Made Co-ops 


NEW offer by the Northern States Power 
A Company for supplying power to N orth- 
west coOperatives financed by the Rural Elec- 
tification Administration represents a basis 
m which an agreement can be reached, the 
REA said recently. 

Harry Slattery, REA administrator, in- 
formed REA coéperatives in Minnesota, North 
Dakota, and South Dakota that if the com- 
yny would stand behind new offers by sub- 


mitting contracts “in proper form, and with- 
out adding further objectionable clauses, it 
will be possible for REA to approve these 
contracts.” 

The agency and the company have for some 
time engaged in a rate dispute. In the new 
offer, the REA said, the company omitted the 
last of the clauses—an annual demand clause 
—to which the agency objected, and substi- 
tuted a monthly demand clause. 

Slattery said that while the offer established 
a rate higher than the REA systems are pay- 
ing to many other utilities, nevertheless it 
represented a basis on which the REA and 
the company could agree. 


House Tables TVA Bill 


T2 House Military Affairs Committee on 
May 29th voted 12 to 10 to table a bill 
authorizing the appropriation of Tennessee 
Valley Authority funds to reimburse Ten- 
nessee local governments for the tax revenues 
paid heretofore by private utilities which 
were absorbed by the TVA. 

The amount involved was not mentioned in 
the measure, but it was said to run well over 
$1,000,000 a year. Unless the House overrides 
the committee and the Senate accepts it, the 
recent action meant that the state of Tennessee 
and a number of its cities and counties, as 
well as some local governments in other juris- 
dictions, would stand to lose large amounts. 


Arizona 


Electric Rates Reduced 


ye gas and electric rates for the Tucson 
district were announced last month by the 
tate corporation commission, effective June 
Ist. 

Max Pooler, general manager of the Tucson 


Gas, Electric Light & Power Company, filed 
the new rate schedule with the commission and 
Chairman W. M. Cox said the company esti- 
mated consumers would save $128,000 an- 
nually. 

Pooler reported that the rates for residential 
electricity were the lowest in the Southwest. 


Arkansas 


Gas Firm Seeks Refund 


TS Camden Gas Corporation, contending 
it is entitled to the same wholesale rates 
granted a similar distributor at Minden, La., 
filed suit for $142,798.37 against the Arkansas 
Louisiana Gas Company in Pulaski Circuit 
Court late last month. 

The complaint said the figure represented 
ra difference between the amount it had paid 
for 1,272,620,000 cubic feet of gas bought from 
the Arkansas Louisiana Company and the 
amount it would have paid had it been charged 


the same rates granted the Empire Southern. 
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Gas Company _ Minden between January, 
1933, and July, 1 

Both utilities Seidl with a predecessor 
company of the Arkansas Louisiana firm 
which continued the contracts when it was 
organized in 1934, the complaint said. The 
Camden Company said it had been purchasing 
gas wholesale under a 1927 contract at a rate 
ranging from 12 to 25 cents per thousand 
cubic feet. The Empire Southern Company, 
the complaint alleged, was granted a rate un- 
der a 1933 contract for purchase of gas at 8.5 
cents per thousand cubic feet in 1933, 9.5 cents 
in 1934, and 11.46 cents thereafter. 
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California 


Grants “Breathing Spell” 


ECRETARY of Interior Ickes last month 

agreed to grant San Francisco the Hetch 
Hetchy power “breathing spell” which two 
delegations went to Washington to get. Hav- 
ing agreed to it himself, he set in motion steps 
which paved the way for Federal District 
Judge Roche to do the same thing legally and 
officially. 

The Secretary told the delegation of San 
Franciscans that he would not stop sale of 
electric energy to Pacific Gas and Electric 
Company prior to August Ist, on condition 
that San Francisco as a municipality took im- 
mediate steps to negotiate with PG&E a new 
lease contract containing an option to purchase 
power distribution facilities in the city. 

Word of the “breather” was hailed locally 


as a signal achievement, despite creation of a 
new problem among the budget makers, 

Federal Judge Roche on May 28th made thel™ 
stay legal and official in Sacramento, where 
he was sitting temporarily, and at the direct 
request of U. S. District Attorney Hennessy, 
City Attorney O’Toole, and Assistant City At- 
torney Dion Holm. 

City Attorney O’Toole and Utilities Mana- 
ger Cahill were then expected to initiate con- 
ferences with President James B. Black of 
PG&E toward a new lease arrangement. In? 
the event a leasing arrangement can be™ 
achieved which will satisfy Secretary Ickes, 
the problem will have been overcome, but, iff 
not, it appeared that the city would have tol 
seek a charter amendment and submit a new) 
municipal power distribution system bond is- 7 
sue to the voters. ; 


Georgia 


Company Aids Usury Fight 


HE Georgia Power Company, Atlanta’s 
largest employer of labor, last month gave 
official notice to all employees that it was co- 
Operating with the drive of the bar association 
against loan sharks. 
A notice enclosed with pay checks advised 
any employee in the toils of money lenders to 
communicate with the usury committee of the 


bar association and follow its advice in gain- 7 
ing freedom from exactions which, in some 
instances, have reached 520 per cent interest © 
per year. : 
The notice promised the company would § 
not “discharge, suspend, or criticize any em- fj 
ployee carrying out these recommendations, © 
but every opportunity will be given its em- © 
ployees to defend their rights.” It also prom- 
ised to defend any employee’s legal rights. § 


Illinois 


Court Orders Gas Refunds 


“ieee Judge George Fred Rush entered 
a court order on May 24th directing the 
Peoples Gas Light & Coke Company to begin 
refunding $6,377,242 acquired from 850,000 
Chicago domestic gas consumers through a 
rate increase which has been invalidated by 
the courts. 

Judge Rush directed the company to make 
the rebate by check and to have the first 100,- 
000 checks in the mails not later than Septem- 
ber 1st. The company is to continue sending 
out checks at the rate of 100,000 a month until 
all consumers have received their refunds 
May 1, 1941. 

The company was required to itemize ex- 
cessive billing by months since the increased 
rate was put into effect February 4, 1938, un- 
der protection of a permanent injunction is- 
sued by Circuit Judge Stanley H. Klarkowski. 
The itemization is to be made on a slip at- 
tached to each check, and the customer is given 
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sixty days after receipt of his check to protest 7 
to the circuit court regarding discrepancies 
in the amount refunded. 

The gas company is authorized to deduct 
from the checks any offset for overdue bills, | 
but not to deduct the amounts of current bills. 
The customer, on the other hand, is required 
to pay his current bills and may not deduct 
them from the amount he computes is due in 
refund. 

George A. Ranney, chairman of Peoples 
Gas, estimated that the average refund would 
amount to approximately $6 


Rate Cut Announced 


HE state commerce commission recently 
announced that rates of the Central IIli- 
nois Light Company would be reduced July 
Ist, effecting a saving of $166,000 annually for 
consumers, 
Chairman William W. Hart said the reduc- 
tion, saving residential customers $116,700 and 
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commercial users $49,300, came as a result of 
conferences. 


The company serves Peoria, Peoria Heights, 


East Peoria, Pekin, De Kalb, and Sycamore. 


Louisiana 


Prompt Payment Required 


trict enforcement of an ordinance requir- 
ae that bills for use of water and light 
from the municipal plant at Lafayette be paid 
by the tenth day of each month was called for 
in an ordinance recently adopted by the city 
trustees, 

The measure, introduced by Trustee of 
Property Wilson J. Peck, provided that a list 
of present delinquents be prepared and service 


discontinued unless such accounts be settled. 
The resolution stated : 

“The individual trustees have no discretion 
whatsoever with reference to the enforcement 
of provisions of the ordinance, and the fair 
and impartial enforcement thereof is necessary 
to the proper business administration of the 
municipally owned utilities.” 

P. J. LeBlanc, trustee of finance, said those 
delinquent in their light or water bills would 
be given an opportunity to pay. 


Minnesota 


Permit Extension OK’d 


A; year extension of St. Paul’s operating 
ermit for the Northern States Power 
Ganeaee. continuing electric, gas, and steam 
rates at present levels, was voted informally 
recently by the council and Mayor Mc- 
Donough. 

Importance of the action was said to be that 
it practically assured construction by the com- 
pany of a $4,500,000 50,000-kilowatt generator 
addition to its High Bridge plant. Plans for 
the plant addition were said to be completed, 
and power company officials announced that 
work would begin as soon as the extension 


permit was formally approved to permit fi- 
nancing. 

The present 5-year permit expires Decem- 
ber 31, 1941. The informally approved exten- 
sion would begin on that date. The council in- 
structed the utilities committee to include three 
reservations in the permits. These were: 

Provision for adjustment of electric, gas, 
and steam rates annually. 

Submission by the power company to the 
council of a 5-year franchise for vote of the 
people not later than 1944, 

Adjustment of electric rates to the city for 
the city hall, county jail, library, municipal 
auditorium, and public safety building. 


Ohio 


Rate Compromise Accepted 


Be a vote of 20 to 13 the Cleveland city coun- 
cil recently approved the compromise with 
the Cleveland Illuminating Company calling 
for a system-wide rate reduction totaling $1,- 
378,000 a year for four years. The reduction 
will go into effect forty days from passage of 
the new rate ordinance, or Saturday, July 6th. 

It will mean an annual saving of $778,500 
to customers within the city of Cleveland 
and a saving of $599,500 a year to CEI custom- 
ers outside Cleveland, the majority of them 
living in the city’s immediate large suburbs. 

It was estimated that, depending on the size 
of the monthly light bill, electricity users 
would benefit by reductions ranging from 3 to 
13 per cent of their present bills. The new 
monthly rates are as follows: 4 cents for first 
35 kilowatt hours; 3 cents for next 65 kilowatt 
hours; 2.25 cents for next 150 kilowatt hours; 
15 cents for all over 250 kilowatt hours. 
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Plant Quiz Urged 


N effort to halt the Cleveland city council 

utilities committee investigation of delays 

and blunders in construction of the new mu- 

nicipal light plant and to invite the state ex- 

aminers to make such an investigation was 

begun late last month by Councilman William 
J. Rogers (R.). 

Rogers made a motion to that effect at a 
utilities committee meeting, but Councilman 
Victor Cohen (R.), committee chairman, held 
up the move by arguing that the committee 
should at least get a part report of its own in- 
vestigation and that the examiners probably 
would not be interested in making such a move 
until the light plant had been built. 

Rogers had a formal resolution calling on 
the examiners to make such an investigation 
drawn up and introduced it in the council. It 
was referred to the utilities committee for ap- 
proval or disapproval. 
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Increased Levies on Utility 
Earnings Urged 


NCREASED levies upon the gross earnings of 
I utilities with such revenues used for fi- 
nancing more speedy and economical disposi- 
tion of rate controversies, were recommended 
recently by George C. McConnaughey, chair- 
man of the state utilities commission. 

In support of his recommendation, the chair- 
man pointed out that a sufficiently large staff 
maintained by the commission would enable 
the commission to make its own investigations 
of such items as production costs and property 
valuations, which would permit the disposition 


of rate cases at a cost of approximately $100,- 
000, as onmer Fae costs ranging fro, 
$600,000 to $700. 

Specific levies, “A said, would not be sub- 
mitted to the legislature until such time as the 
commission had completed a survey of the 
situation. At the present time the commission’s 
operations are financed through a gross re- 
ceipts tax upon utilities amounting to $200,000 
prorated among the various utilities. Over a 
period of years, however, the legislature has 
never seen fit to appropriate the full amount 
of this tax for the commission’s operations, 
the difference between this tax and the appro- 
= having accrued to the general revenue 

und. 


Oregon 


Deal to Proceed 


i C. Myers of New York, fiscal agent 
for Cowlitz County Public Utility Dis- 
trict No. 1, was instructed last month to pro- 
ceed with negotiations for the purchase of the 
Washington Gas & Electric Company holdings 
in this county at a closed meeting with the 
PUD commissioners. 

The commissioners had previously entered 
into an agreement with Myers to have him 
conduct negotiations toward purchase of the 
Longview and Ryderwood utility properties. 

Under the present plan, the Longview water 
system and the Washington Gas & Electric 
Company building would be included in the 
purchase. They were not included in the con- 
demnation action tried in the Tacoma Federal 
court, 


PUD Plans Hit 


7 Lane county PUD campaign lost its 
chief motivating force recently when the 
Lane county Pomona Grange executive com- 
mittee, which had been handed the once-de- 
feated PUD problem, resigned and no com- 


mittee was later named to take its place, 

Plans to call another PUD election for the 
November ballot were thus quashed. The orig- 
inal grange power committee, which organized 
the unsuccessful campaign for the PUD earlier 
this year, was voted out, and the power com- 
mittee’s functions and duties were turned over 
to the grange executive committee at the re- 
cent meeting. The executive committee then 
unexpectedly resigned without explaining its 
action. 

It was explained by members following the 
meeting, however, that the belief had grown 
that the Federal rural electrification set-up 
could better serve rural power users than a 
PUD system under the present laws. The REA 
program has already been put into force in 
several regions which originally sought power 
through a public utility district. 

The grangers also passed resolutions sup- 
porting the Lane county court in its endeavors 
to obtain additional Federal funds in lieu of 
taxes lost by reason of Federal ownership of 
numerous pieces of property formerly tax- 
able by the county, and urged establishment 
of a power authority similar to the TVA as 
soon as Grand Coulee dam is completed. 


Pennsylvania 


Appointed to PUC Vacancy 


OVERNOR James on May 29th appointed B. 
G Frank Morgal, an employee of the state 
public utility commission since 1914, as a mem- 
ber of the commission to fill a vacancy. Morgal 
was chief of the bureau of accounts and was 
named on the PUC to succeed Denis J. Dris- 
coll, who resigned to become a trustee in the 
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Federal reorganization of the Associated Gas 
& Electric system. The term expires in 1947. 

Morgal’s appointment gave Republicans a 
majority on the commission for the first time 
since Governor James assumed office in 1939. 
In announcing the appointment the governor 
said that it was nonpolitical and that the best 
recommendation Morgal had was his record 
as a state employee. 
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South Carolina 


Formulate Plans 


NOTHER step was taken at Columbia recent- 
A ly looking towards the taking over by 
unty coOperative associations of the rural 
dectric lines constructed by the central State 
Rural Electrification Authority. A group of 
iicials of the Federal REA were in Columbia 
fr conferences with Governor Burnet R. 
Yaybank, other members of the state REA, 


Mad representatives of the codperative asso- 


tations. 


Allen Moore, of the Federal REA’s legal 
division, said that a standard plan to govern 
the transfers of the lines would be discussed. 
Mr. Moore was acting as coérdinator among 
the three units involved—the Federal govern- 
ment, the state REA, and the several coopera- 
tives. 

This was considered about the final step to- 
wards abandonment in the state of the use of 
a central state authority as the medium for 
building rural electrical lines financed with 
Federal funds. 


Tennessee 


TVA Plans Rural Expansion 


J A. Krug, chief power engineer of the Ten- 
+ nessee Valley Authority, recently an- 
nounced plans for 8,000 miles of rural electric 
lines to service about 32,000 new farm cus- 
tomers in Tennessee. The Rural Electrifica- 
ion Administration will spend $6,000,000 on 


the lines, to be completed before July, 1941. 

Krug also announced a rural electrification 
survey to be carried out by farmers under 
guidance of REA. The REA has agreed to re- 
duce existing minimum revenue guaranties to 
$8.50 per month per mile and $10 per month 
per mile where amortization charges are not 
applied. Previous guaranties were $12 and $18. 


Texas 


Quits Chain Tax Fight 


<n Lone Star Gas Corporation of Dallas 
on May 29th formally accepted the find- 
ings of Texas higher courts making it liable 
for the chain store tax based on the owner- 
hip of its subsidiaries and caused the dis- 
nissal in the third court of civil appeals of the 
apeal from an adverse judgment in William- 
son county. 


Immediately previous to moving for dis- 
missal, the company and its subsidiaries paid 
all chain store taxes claimed from 1936 
through 1939 and attached the comptroller’s 
receipt as an exhibit. The amounts thus paid 
were as follows: Community Natural Gas 
Company, $8,986; Texas Cities, $4,112; Lone 
Star, $1,103; Dallas Gas Company, $1,543; and 
County Gas Company, $886, a total sum of 
$16,630. 


Utah 


Dealers Get Appliance Trade 


[' the avowed interest of quickened “indus- 
trial mobilization under the national de- 
fense program,” the Utah Power & Light Com- 
pany was prepared recently to relinquish to in- 
dependent dealers its business in electrical ap- 
plances. 

George M. Gadsby, company president, said 
that hereafter the personnel would concen- 
trate its energies upon providing electric serv- 
ite for industries, commercial establishments, 
homes, and farms of the area it serves. Com- 
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pany outlets will handle only lamps and small 
— for customers’ convenience. Gadsby 
said: 

“It is necessary in meeting production re- 
quirements that there be an adequate and de- 
pendable supply of power so as to meet emer- 
gencies and anticipate future needs. To accom- 
plish this objective will require financial re- 
sources as well as the time and energy of each 
trained, experienced executive and key man 
in our organization. For that reason none of 
them will be able to find time properly to di- 
rect large merchandising activities.” 
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Washington 


Electric Rates Cut 


N rate schedules cutting residential and 
commercial costs 22 per cent, industrial 
rates 11 per cent, and costs to cities, schools, 
and churches by 25 per cent were announced 
recently by the Grays Harbor Public Utilities 
District commissioners. 

The reductions, effective July 1st, were or- 
dered on recommendation of Manager Robert 
W. Beck after an exhaustive survey of Harbor 
rate schedules. He estimated the new schedule 
would save Harbor electric consumers $150,- 
000 the first year. The rates were based on 
power produced at the company steam gen- 
erating plant, not on Bonneville power. 


District Seeks RFC Funds 


oe utility district commissioners of the 
Puget Sound area recently voted to apply 
to the Reconstruction Finance Corporation 
through the Washington State Grange for 
funds with which to purchase properties of 
the Puget Sound Power & Light Company. 

The action was taken following detailed re- 
ports by Jack R. Cluck, PUD attorney, and 
Erwin King, State Grange master, on confer- 
ences at Washington, D. C., with government 
officials and in New York with investment 
bankers. 

Commissioners from 10 counties were in at- 
tendance and the vote showed sixteen favor- 
ing the RFC application, two opposed, and 
three withholding their votes. 

The application through the grange was nec- 
essary, it was stated, so that the RFC would 
have before it a definite request for funds. 


Access to Records Denied 


a public service department order, 
giving public utility districts and the state 
grange access to the records of the Puget 
Sound Power & Light Company’s records, “for 
rate-making purposes,” was thrown out last 
month by Superior Judge John M. Wilson. 


In a memorandum the court reversed the 
order “for the reason it is untimely, unreason 
able, arbitrary, and contrary to law.” 


PUD’s “free and unobstructed access to all it 
records and properties.” 

The court held it was apparent “the real and 
only purpose of the proceedings was to enable 
the complainants to obtain information for the 
prosecution of pending condemnation cases,” 


PUD Enjoined 


ie a pair of memorandum opinions last 
month, Superior Judge Witt enjoined the 
Lincoln County Public Utility District No, 
from condemnation of facilities of the Wash4 
ington Water Power Company. 

In granting the injunction requested by the 
power company at a hearing recently held at 
Davenport, Lincoln county, the judge held the 
acquisition would necessitate the furnishing by 
the district of power to 138 customers in Granth 
county and 82 customers in Spokane county 
outside the limits of the district since service 
lines operate from substations inside the dis- 
trict. : 
The opinion said these customers never had? 
any say about the formation of the district; 


of regulation of rates and service; and would] 
have no voice in the management of the af- 
fairs of the district. : 


Council Speeds Cut 


HE Seattle city council, Chairman Levine! 

said recently, would draft an ordinance to 
give City Light users a $200,000 annual rate re- © 
duction. The rate cut announced on May 27th} 
by Lighting Superintendent E. R. Hoffman, § 
the council, and Mayor Arthur B. Langlie, will 
go into effect this summer. : 


Wisconsin 


Gas Firm Seeks Lines 


Fernie of the newly incorporated Wis- 
consin Natural Gas Company was filed 
with the state public service commission on 
May 28th to get the state’s consent in construct- 
ing a pipe line to bring natural gas from Kan- 
sas to Madison. 

Articles of incorporation for the utility also 
were filed on the same day with the secretary 
of state by three Madison attorneys, acting 
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upon behalf of Paul Kayser and C. C. Cragin, 
officials of the El Paso Natural Gas Com- | 
pany. The articles of incorporation provided 
for $50,000 capital stock. 

The company has been incorporated to ac- 
quire, transfer, process, sell, and deliver gas, 
natural or artificial, to be used for lighting, 
heating, cooking, or power. The new corpora- 
tion asked authorization to install pipe lines in 
Wisconsin and other equipment incidental to 
transportation and distribution of natural gas. 
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Statute Requiring Commissio 


n Approval of 


Contracts between Affiliates Upheld 


COUNTY court of common pleas in 

Pennsylvania denied relief to a 
public utility seeking to enjoin enforce- 
ment of a statute requiring commission 
approval of contracts between public 
utilities and affiliated interests. The 
court ruled that the statute was valid and 
did not constitute an unlawful delegation 
of power. 

It was held that the state may lawfully 
require commission approval of con- 
tracts between public utilities and affili- 
ated interests and that such requirement 
does not unreasonably interfere with the 
utility’s right to manage its own busi- 
ness. The court said with respect to this: 


The intimate and interlocking relation- 
ships existing between affiliated companies 
tend to prevent arm’s-length dealing. They 
are conducive to preferential treatment, dis- 
criminating practices,.and, contrived results 
in favor of one company or the other as the 
controlling parties may desire. They are 
apt to be devoid of those business con- 
siderations which make each company strive 
to promote its own interests. There is an 
absence of that conflict of interests between 
companies which impels each to drive the 
best bargain possible. On the contrary, a 
situation exists which makes manipulation 
possible to the advantage of one company 
or the other. Were the public interest not 
involved, there would be no right to regulate 
such contracts. But since the rates, service, 


and financial status of a public utility may 
be affected by such contracts, it is proper 
that they be scrutinized for the public good. 


Furthermore, the court said that such 
a statute contained a standard to guide 
the commission in granting or refusing 
approval ; namely, public interest and the 
general well being of the state. There- 
fore, it did not constitute an unlawful 
delegation of power. 

The plaintiff had contended that the 
section of the statute imposing fines and 
penalties for violation of the act deprived 
it of equal protection of the law or of its 
property without due process of law. 
The court held otherwise, ruling that the 
fines to be imposed were not excessive. 
In conclusion the court said : 


The argument that such penalties tend to 
prevent a person from seeking legal redress 
we deem of little importance. This case is 
proof of the fact that disputed questions 
may be litigated in court in a bona fide 
effort to clarify the law without incurring 
any penalties. Neither the effect of the act 
upon the management of the company nor 
the penalties provided can be said to deprive 
the plaintiff of the equal protection of the 
law nor of its property without due process 
of law, in violation of XIV Amendment to 
the Federal Constitution. 


Bell Telephone Co. v. Driscoll et al. 


e 


SEC Consents to Submit Tentative Conclusions 
On Integration 


MONG other orders of the Securities 
and Exchange Commission com- 
mencing proceedings under § 11 of the 
Holding Company Act, to bring about 
simplification of corporate structures, 
was an order directed at the United Gas 
Improvement Company. This order, like 


the others, recited that the commission 
had examined the corporate structure 
of the company and its subsidiaries; 
contained allegations relating to the rela- 
tionship and types of business; stated 
that it appeared that the holding com- 
pany system did not meet the integration 
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requirements of §11; and directed the 
respondents to file their joint or several 
answers admitting, denying, or other- 
wise explaining their respective positions 
with respect to the allegations. In the 
same order the commission directed that 
a hearing be held on the matters in- 
volved. 

The United Gas Improvement Com- 
pany and various of its subsidiary com- 
panies filed an answer reciting, among 
other things, that it had not been advised 
that the commission had made any deter- 
mination or contemplated determinations 
under § 11(a) with respect to its system ; 
that there could be no proper hearing 
pursuant to §11(b)(1) until after the 
receipt of advice by it from the commis- 
sion as to what action the commission 
proposes to direct ; and that the commis- 
sion’s recitals and allegations to the ef- 
fect that the system’s operations are not 
confined to a single integrated public 
utility system did not constitute the no- 
tice contemplated by the act because they 
merely stated conclusions in the nega- 
tive, failed to specify which part, if any, 
of its system lies outside the single inte- 
grated system, and failed to specify 
which business, if any, was not inciden- 
tal or necessary to the operations of such 


system. The commission, after hearing 
arguments, concluded: 


Plainly no order can be entered under § 
§11(b) (1) until adequate notice has been 
given and opportunity for a full hearing has 
been afforded. Adequate notice, in our view, 
is notice which fairly advises the parties, at 
some appropriate time, of the tentative views 
of the commission. “Opportunity for hear- 
ing” represents, in our opinion, opportunity 
to present evidence and to be heard upon 
the issues in the proceeding. 

We consider the notice already given as 
adequate at this stage of the proceeding, 7 
Nevertheless, since the respondents have re- 
quested a recitation of the commission’s 
tentative conclusions, together with a full § 
description of “such action as the com- 
mission has tentatively concluded to be 
necessary under the provisions of § 11(b) 
(1),” at the outset of the proceeding, and 
since no person could be injured by such 
statement, we are willing to enlarge our 
original notice. Expedition is in the in- 
terest of all parties concerned, and we are 
inclined to agree with the respondent that 
the issuance of the supplemental notice at 
this time will probably expedite the con- 
duct of this proceeding. The respondents 
will, therefore, be informed as to what 
action we tentatively believe compliance 
with § 11(b) (1) requires, and will be given 
a full opportunity to introduce evidence and 
to be heard on those tentative views. 


Re The United Gas Improvement Co. 
(File No. 59-6, Release No. 2065). 


Promotional Rates Adopted to Improve 
Gas Company’s Revenues 


’ 


HE so-called “flat rate,” often re- 
ferred to as the straight rate, is con- 
sidered obsolete under accepted modern 
rate practice. Therefore, in approving 
new rate schedules to increase the reve- 
nues of a gas company, the Massachu- 
setts Department of Public Utilities sub- 
stituted a block rate providing for a 75- 
cent charge for the first 200 cubic feet or 
less per month and rates for subsequent 
blocks graded down to a minimum of 6.5 
cents per hundred cubic feet for con- 
sumption over 500,000 cubic feet per 
month. A minimum annual bill of $7 
was also provided. 
The charge formerly in effect to 
household customers was $1.25 for each 
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thousand cubic feet of gas sold and de- 
livered up to 10,000 feet. Criticizing this 
straight rate, the department said: 


It has the obvious disadvantage of failing 
to provide an incentive to larger individual 
customer use and it constitutes an actual 
discrimination in favor of the occasional or 
“convenience” user. Another weakness of 
the flat rate is that it necessitates a large 
and disproportionate expense in billing and 
bookkeeping accounts due to the substantial 
number of customers involved whose month- 
ly consumption is merely nominal. 


The company, operating in an indus- 
trial district hit by the depression, had 
for several years experienced gradually 
decreasing gross revenues, as well as net 
income. The immediate need, therefore, 
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in order to maintain the financial sta- 
bility of the company in such a condition 
as to assure a continuity of the kind of 
service to which its customers were ac- 
customed, was said to be to establish 
tariffs which would promote larger 
individual consumption of gas by the 
average retail customer by offering pro- 
gressive reductions in prices as larger 
amounts are used. These would effec- 
tively reduce the amount of present 
losses resulting from the sale of gas to 
customers whose monthly bills were so 
small that they did not pay their own 
way. 


The company had proposed a block 
rate starting at $1 for the first 200 cubic 
feet, but the department viewed this as 
to sharp an upward revision, calculated 
to foster an unfriendly attitude toward 
the company which might conceivably 
result in the loss of more customers than 
the company anticipated. The commis- 
sion was moved to look upon the sub- 
stituted rate schedules not entirely as an 
increase in prices but more in the light 
of a fairer distribution of charges allo- 
cable to the expense of servicing the 
average customer. Re Haverhill Gas 
Light Co. (D.P.U. 5956). 


e 


Water Company Must Furnish Adequate Service 


t pe New York commission ordered 
a water company furnishing service 
at a summer resort to replace existing 
transmission pipes with larger pipes in 
order to improve conditions and render 
reasonably adequate service. Pressure 
was insufficient during the summer sea- 
son. 

Commissioner Brewster, speaking for 
the commission, said: 

The company undertook to supply water 
to the residents of this territory and having 
assumed the privileges of the business is re- 
quired to meet the obligations to its con- 
sumers which go with it. The testimony 
very clearly indicates that the service now 
being rendered is inadequate. 


Witnesses for the company questioned 
the ability of the company to obtain a 
necessary loan for property improve- 
ments, but the commission, after review- 
ing the corporate history, declared that 
20 per cent of gross operating revenue 
had been applied to salary payments and 
264 per cent to dividends in the preced- 
ing year. It was said to be difficult to 
believe that this company “with a steady 
income and history of substantial divi- 
dends paid” would be unable to sell the 
necessary bond issue with which to carry 
out, in addition to the cash on hand, the 
required improvements. Re Sylvan 
Spring Water Co. (Case No. 9988). 


e 


Undepreciated Original Cost Not the Sole 
Basis for Fixing Rate Base 


f ho Pennsylvania commission, in 
recognition of judicial decisions, 
has found it necessary to depart from its 
position that undepreciated original cost 
is a proper rate base. The commission 
said that although the considerations 
which it had set forth in support of its 
use of undepreciated original cost might 
be persuasive from an economic or ad- 
ministrative standpoint, they were not 
considered sufficient to justify the use of 
such a rate base under the state and Fed- 


eral Constitutions. The commission con- 
tinued : 


As we read the decisions, final rates—as 
distinct from temporary rates—cannot be 
prescribed solely on the basis of unde- 
preciated original cost. Original cost, re- 
production cost, securities outstanding, and 
such other factors as may appear relevant 
under the circumstances of each case, must 
be considered. We must, therefore, sustain 
the exceptions of respondent, in so far as 
they suggest a reconsideration of our rate 
base determination, so that the determina- 
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tion may accord with the rules of law stated 

by the courts: Solar Electric Co. v. Public 

og Commission (1939) 137 Pa Super 
t ; 


This decision was upon a consider- 
ation of exceptions to findings in a sewer 
rate proceeding where the commission 
had found that the company had sus- 
tained the burden of reasonableness of 
its proposed rates. Findings were modi- 
fied, but the ultimate rate result was not 
changed. 

An estimate of cost of financing com- 
puted at 2 per cent of reproduction cost, 
rather than a 10 per cent determination 
by one witness, was accepted. 

Evidence of accrued depreciation 
based upon observation and inspection 
methods was held insufficient to support 
the claim of the company. Interiors of 
sewers had been inspected by reflected 
sunlight, and the condition of manholes 
had been observed. Test holes had been 
dug at five locations to determine the 
condition of the pipe exterior and to 
examine the joints, and an examination 
had been made of the sewage treatment 
works to determine the work which 
would be necessary to place the entire 
plant in a condition as good as new. 

This evidence was said to show noth- 


ing more than the cost of cleaning, flush- 
ing, straightening, and repairing various 
sewers, cost of replastering and rebuild- 
ing of several manholes in need of 
maintenance, cost of cleaning, painting, 
and repairing of interior and exterior 
surfaces at the treatment works, and 
similar expenditures. These items, said 
the commission, are nothing more than 
maintenance. 

The commission determined both 
annual and accrued depreciation by the 
age-life method, using a 4 per cent sink- 
ing-fund (compound-interest) method. 
It was observed, however, that the com- 
mission’s comments applied to the situ- 
ation disclosed by the record and were 
not to be taken as the expression of a 
policy applicable under all circum- 
stances. 

Exceptions to an allowance of only 6 
per cent for return were dismissed. It 
was pointed out that this rate of return 
had been accepted by the Pennsylvania 
Superior Court in the Cheltenham & 
Abington Sewerage Company Case. 
Proof submitted in support of going con- 
cern value was held to afford no basis 
for a definite allowance. Kooker et al. v. 
Perkasie Sewer Co. (Complaint Docket 
Nos. 11308, 11316). 


e 


Substitution of Motor Bus for Street Railway 
Service Required 


COMPLETE substitution of motor 

busses for street cars in the Nash- 
ville area is contemplated by a recent 
order of the Tennessee commission. 
Street railway facilities were found to 
be insufficient, inadequate, and improper. 
The type of service being rendered was 
said to be antiquated and obsolete, and 
wholly lacking in the essential comforts 
and esthetic attractiveness required by 
present-day standards. 

The commission provided for an or- 
derly substitution of motor bus lines in 
place of street car lines. It was ordered 
that a certificate of convenience and 
necessity be issued to the street railway 
company upon compliance with the laws 
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and rules and regulations of the com- 
mission relative to filing of insurance, 
payment of inspection fee, and appoint- 
ment of a process agent. The street rail- 
way company was required to file a state- 
ment of its intention to comply with and 
obey the order and decree, together with 
a statement setting forth a program or 
schedule for the orderly conversion of 
the street car system to a motor bus sys- 
tem. In the alternative the company was 
to file a statement to the effect that it 
elected not to proceed with a motor bus 
substitution but on the contrary elected 
to abandon service and proceed with the 
liquidation of its transportation facili- 
ties. In that event it would be required 
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to liquidate street car facilities as fast as 
substitute service could be made avail- 
able by some other motor carrier com- 
any. 

a bus company operating in the 
city and surrounding territory was also 
ordered to improve service by replacing 
motor busses with others of modern up- 
to-date type capable of rendering safe, 
adequate, and proper service. 

A 5-cent fare was ordered on all lines. 
There was testimony indicating that an 
increase of more than 30 per cent in use 
of the transportation system could rea- 
snably be expected when modern, 
proper, and up-to-date bus service was 
substituted for the present obsolete and 
inadequate service. The “ardent effort 
made by the several bidders for a bus 
franchise,” all of whom had satisfied 
themselves of the excellent business 
prospects for a 5-cent fare operation, 
negatived, in the opinion of the commis- 
sion, the street railway company’s in- 
sistence that operation on a 5-cent fare 
would not be economically sound. 

The city made demands with relation 
to the payment of claims and obligations 
for street repair and maintenance, re- 


moval of street railway tracks, and the 
continuance of a park tax upon the street 
railway company’s gross revenue. Con- 
cerning these the commission said: 


Examination of the desires of the city 
stated herein-above discloses that several of 
those items wished by the city do not lie 
within the jurisdiction of the commission. 
Thus, the city’s desire for the payment of 
certain claims and obligations for street re- 
pair and maintenance, together with the 
city’s desire for the removal of all trackage 
laid within the city, together with the city’s 
desire for continuation of a park tax upon 
the company’s gross revenues, probably do 
not fall within the jurisdiction of the com- 
mission. Accordingly, the commission would 
approve any disposition which is made by 
agreement of the parties with reference to 
these matters, or in the absence of an agree- 
ment must needs leave the parties to their 
remedies at law. 


However, the commission said it has 
sole and exclusive jurisdiction over the 
company’s rates, the financial and capi- 
tal structure, regulation in order to pre- 
vent harmful alliances with parent com- 
panies, and the establishment of a fair 
rate base. Miller et al. v. Tennessee 
Electric Power Co. et al. (Docket No. 
2380). 


e 


Federal Power Commission Rules on Original 
Cost of Power Projects 


, i SHE Federal Power Commission, on 


rehearing, refused to modify its 
position in regard to items disallowed 
as part of a power project. Transfer cf 
these items from the actual legitimate 
original cost of the project to appropriate 
surplus accounts had been ordered. 
The commission held to be untenable 
a contention that the licensee had not 
been granted an opportunity to be heard 
on the question of accounting transfers. 
The commission pointed out that the 
issue presented in previous hearings was 
whether the items in question constituted 
actual legitimate original cost, and on 
this issue the licensee had a full hearing. 
The contention that actual legitimate 
original cost and original cost are dif- 
ferent was rebutted by the commission: 
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This contention is without merit. The 
only cost for licensed projects recognized by 
the act is that determined in accordance with 
the Interstate Commerce Commission, 1914 
classification, in so far as applicable and 
except as limited by the act. There is noth- 
ing in the Interstate Commerce Commission 
classification which makes a distinction be- 
tween “original cost” and “actual legitimate 
original cost”; the applicability of the rules 
and principles does not require or permit 
setting up a distinction in respect of the 
questions here involved; and there is noth- 
ing in the statutory limitations which would 
require or permit a distinction. Consequent- 
ly “actual legitimate original cost” determi- 
nations are binding upon licensees for all 
accounting purposes, making “original cost” 
identical with “actual legitimate original 
cost.’ 


The commission held that it has statu- 
tory authority to order a licensee to 
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transfer items from one account to an- 
other in accordance with the uniform 
system of accounts. Furthermore, it was 
stated that the order requiring the licen- 
see’s books to reflect its accounts prop- 
erly is valid although it is not immedi- 
ately necessary for some of the purposes 
that are prescribed in the Federal Power 
Act. 


[ee Federal Circuit Court of Ap- 
peals held that the South Carolina 
eminent domain statute does not violate 
the due process clause of the Federal 
Constitution or permit private property 
to be taken for public use without just 
compensation, although it permits the 
condemnor to enter upon and use the land 
upon payment or deposit of the amount 
awarded by the referee, in view of the 
owner’s equitable lien on his property and 
his retention of legal title until payment 
of the amount set in the jury’s verdict. 
Oakland Club v. South Carolina Public 
Service Authority, 110 F(2d) 84. 


The supreme court of Illinois declared 
that the power of a state commission to 
regulate rates for intrastate commerce is 
the same as that of the Interstate Com- 
merce Commission to fix rates for inter- 
state commerce, and neither commission 
is subject to interference by the other 
except that the latter commission may re- 
move discrimination against interstate 
commerce, and to that end may control 
intrastate rates. Rockwell Lime Co. v. 
Illinois Commerce Commission et al. 26 
NE(2d) 99. 


The supreme court of Georgia sus- 
tained a petition in a suit by a citizen and 
taxpayer against the city of Atlanta to 
compel city officials to collect for water 
which they were furnishing free of 
charge to a fair association. The court 
held that one council could not by ordi- 
nance or contract bind itself or its suc- 


The commission conceded that its sys 
tem of accounts prescribed for licensees 
may not preclude accounting regulatio 
by the states, but it said that this does 
not mean that any state regulation may 
be imposed to the exclusion of the Fed- 
eral Commission’s regulation. Re North 
ern States Power Co. (Opinion No. 21-B 
Project No. 108). 


e 


Other Important Rulings 


cessors so as to prevent free legislation 

in matters of municipal government; that} 
the power to fix and regulate water rates? 
is a legislative or governmental power ;) 
and that where a municipality leases) 
property for a term of years, a contract 
provision obligating the city to supply} 
free water service is ulira vires and void. 
Screws v. City of Atlanta et al. 8F 
SE(2d) 16. ; 


The supreme court of Washington has § 
held that the commission did not act arbi- 7 
trarily or on a fundamentally wrong? 
basis in fixing rates for ferry service by § 
regarding the ferry system, which in- 
cluded many routes, as an integrated § 
system rather than by fixing the rates on 7 
the basis of the experience of each indi- 
vidual route. State ex rel. Kitsap 
County Transportation Co. et al. v. King © 
County et al. 101 P(2d) 327. 


The supreme court of Washington has 7 
held that logging contractors engaged 9) 
for hire in a combination of services for 
another, including the transportation of 
the latter’s logs over the public highways, 
constitute contract carriers within the 
purview of the 1937 statutes providing 
that a portion of a combination of serv- 
ices in which a person is engaged for 
compensation includes transportation of 
property of another upon the public 
highways, is a business upon the pub- 
lic highways, and, therefore, is subject 
to regulation. Elkins et al. v. Schaaf 
et al. 


Note.—The cases above referred to, where decided by courts or regulatory commissions, 
will be published in full or abstracted in Public Utilities Reports. 
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GARKANE POWER CO., INC. v. PUBLIC SERVICE COMMISSION 


UTAH SUPREME COURT 


Garkane Power Company, Incorporated 


v. 


Public Service Commission 


LNo. 6186.] 
(— Utah —, 100 P(2d) 571.) 


A Public utilities, § 37 — Test of status — Dedication to public. 

1. An organization not engaged in public service, whose business or opera- 
tion is not open to an indefinite public, but holding itself out to serve only 
a certain restricted group of people, is not subject to the jurisdiction or regu- 
lation of the Commission as a public utility, p. 131. 


D4 Public utilities, § 43 — Status of membership organization — Solicitation of mem- 
A bers. 

2. The fact that a codperative corporation furnishing service only to its 
members solicits membership and accepts all who pay their fee and agree to 
pay the monthly minimum charge does not affect the relationship of the cor- 
poration with its members, nor does it change the character of the service to 
be rendered, in the absence of evidence that the corporation is organized to, 
or intends to, evade the law, p. 132. 


B Public utilities, § 58 — Test of status — Possible public activities. 

3. That a membership corporation may at some future time become an in- 
vestment business venture and sell power to nonmembers, contrary to the 
provisions of its articles of incorporation and by-laws, is not a sufficient 
basis for Commission jurisdiction over it as a public utility so long as it 
operates in accordance with its articles of incorporation and by-laws, p. 133. 


pq Public utilities, § 42 — Test of status — Number of persons served. 

; 4. Mere number of persons served by a cooperative electric corporation is no 
; criterion of its public utility status, p. 133. 

7 Public utilities, § 14 — Test of status — Public interest. 

5. That which may be affected with a public interest is not necessarily a 
public utility, p. 133. 

| Public utilities, § 48 — Test of status — Use of highways. 

6. That a nonprofit codperative, organized to generate and transmit electric 


energy to its members only, runs its lines along public roads under permis- 
sion of the county or town is no indication that it is a public utility, p. 134. 


Pi Courts, § 21 — Rules of decision — Commission precedents. 

: 7. The holding of another state Commission is no more, nor even as fully, 
convincing as the holding of the Commission in the state where a precedent 
is cited to the court, p. 134. 


129 33 PUR(NS) 








UTAH SUPREME COURT 


Public utilities, § 58 — What constitutes — Codperative association. 
8. A nonprofit electric codperative which serves only its members and js! 
completely consumer owned, with each consumer limited to one macs A 
is not a public utility, p. 134. 


Mutual companies, § 1 — Necessity of regulation. 


Discussion by supreme court of Utah as to the necessity of regulating co- 
Operative electric corporations as public utilities, p. 132. 


[March 23, 1940.] 


C 


ERTIORARI to review determination of Commission that it had 
jurisdiction over nonprofit electric codperative serving only 


its members; Commission directed to vacate order. 


APPEARANCES: Vincent D. Nichol- 
son, of Washington, D. C., and W. W. 
Porter, of Panguitch, for plaintiff; 
Joseph Chez, Attorney General, and 
John D. Rice, Assistant Attorney Gen- 
eral, for defendant. 


Wotre, J.: This case is before us 
on a writ of certiorari. The question 
to be resolved is whether or not the de- 
fendant, Public Service Commission, 
has jurisdiction over the plaintiff, Gar- 
kane Power Company, Inc. This de- 
pends on whether Garkane is a “public 
utility” as that term is used in our 
statute, § 76-2—1 (28), Rev. Stats. of 
Utah, 1933. 

Garkane Power Company, Inc., is a 
nonprofit membership corporation, or- 
ganized pursuant to Chap. 6 of Title 
18, Rev. Stats. of Utah, 1933, for the 
purpose of generating and transmit- 
ting to its members, electric energy. 
Certain facilities for carrying out this 
purpose have been erected. Franchises 
have been granted to Garkane by the 
towns it proposes to serve and it has 
obtained right of ways for its power 
lines from the towns and counties in 
which it will operate, and from various 
private individuals. On June 1, 1939, 
Garkane filed with the Public Service 
33 PUR(NS) 
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tion from obtaining a certificate and, 


in the alternative, for a certificate of 7 
convenience and necessity. Hearings F 
were held on said application and av 
report and order were entered by the} 


Commission on August 10, 1939, 30 
PUR(NS) 185, in which the Com- 


mission assumed jurisdiction over? 
Garkane and granted the certificate.) 
Garkane applied for a rehearing but it? 
was denied, September 6, 1939; con-F 
sequently the case was brought before f 
this court on the question of jurisdic- 7 


tion. 


certain controlling statutes. 


Section 3, Chap. 63, Laws of Utah® 
1935, provides that the Public Service fq j,, 


oy Wa: 


Commission shall succeed to all pow- 
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There is little or no dispute as tof 
the facts in this case; the parties dis-F 


agree as to the significance of those} .., 


facts and as to the interpretation of F],,,. 
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ers, duties, and functions of the Public® 


Utilities Commission, Title 76, Rev.® 


Stats. of Utah, 1933. Section 76- 
4-1, Rev. Stats. of Utah, 1933 vests 
in the 


state.” (Italics added.) 
“The term ‘public utility” 
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Public Utilities Commission & 
“power and jurisdiction to supervise 
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4d every common carrier, gas corpora- 


7 (28), Rev. Stats. of Utah, 1933. 


HB tion, electric corporation, telephone 
9 corporation, 
4 water corporation, heat corporation, 
E and warehouseman where the service 
A is performed for, or the commodity 
: delivered to, the public generally.” 
@ (Italics 


telegraph corporation, 


added.) Section 76-2-1 


An “electrical corporation is a per- 
son, group of persons, or a corpora- 


‘J tion which owns, controls, operates, or 
4 manages an electric plant or in any- 
Mi wise furnishes electric power “for 
| public service within this state.” Sec- 


tion 76-2-1 (20), Rev. Stats. of 
Utah, 1933. 
[1] It is clear and undisputed that 


Garkane will “own, control, operate, 


4 1 
ee er ee ns re en ee 


4 service for or to the public. 


and manage an electric plant.” As- 
siming that the phrases “‘public serv- 


A ice” and “for service to the public gen- 


erally,” have the same meaning the sole 


WY question is whether Garkane will fur- 


nish electric power “for public serv- 
ice,” or “to the public generally.” 

The record shows that Garkane was 
incorporated for the purpose of gen- 
erating or acquiring electric energy to 
distribute and sell to its members only. 
The corporation is nonprofit, and any 
excess money collected is to be re- 
turned or credited to the member con- 
sumers pro rata on the basis of the 
amount of electrical energy consumed 
during the period in which the excess 
was collected. The corporation is 
pecifically prohibited from rendering 
Member- 


q‘tip in Garkane is restricted to per- 
Jons, firms, corporations, or bodies 


politic who (1) pay membership fee 


: ($5) ; (2) agree to purchase the min- 


imum amount of electricity monthly 


Gvhich is set by the corporation; and 
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(3) agree to comply with articles of 
incorporation, by-laws, and rules and 
regulations of the board of direc- 
tors, provided he or it be accepted for 
membership by vote of the board or of 
the members. 

In State ex rel. Public Utilities 
Commission v. Nelson (1925) 65 
Utah 457, PUR1926A 839, 92, 93, 238 
Pac 237, 239, 42 ALR 849, the ques- 
tion of the jurisdiction of the Public 
Utilities Commission over the activi- 
ties of a person who, under contract, 
transported guests to and from a sum- 
mer resort, was presented to this court. 
In holding that such transportation 
service did not constitute Nelson a 
common carrier, this court said: 
. public service [is] serving 
and carrying all persons indifferently 
who apply for passage or for shipment 
of goods or freight. Public 
service, as distinguished from mere 
private service, is thus a necessary 
factor to constitute a common carrier. 
. . . So, if the business or concern is 
not public service, where the public 
has not a legal right to the use of it, 
where the business or operation is not 
open to an indefinite public, it is not 
subject to the jurisdiction or regula- 
tion of the Commission. Humbird 
Lumber Co. v. Public Utilities Com- 
mission, 39 Idaho 505, PUR1925A 
225, 228 Pac 271; Story v. Richard- 
son (1921) 186 Cal 162, 198 Pac 
1057, 18 ALR 750.” And we pointed 
out that Nelson hauled only a certain 
restricted group of people (guests of 
the resort) and did not hold himself 
out as willing to haul anyone who ap- 
plied. 

The distinction there made is valid, 
and is conclusive of this case. Gar- 
kane does not propose to hold itself 
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out to serve all who apply and live near 
its lines; its very charter which gives 
it existence restricts its service to a 
certain group (members). It does not 
propose to serve “the public general- 
ly,” but only to serve its members. 

“Thetest . . . is wheth- 
er the public has a legal right to the 
use which cannot be gainsaid, or de- 
nied, or withdrawn, at the pleasure of 
the owner.” Farmers’ Market Co. v. 
Philadelphia & R. T. R. Co. (1891) 
142 Pa 580, 586, 21 Atl 902, 989, 
990. 

“The essential feature of a public 
use is that it is not confined to privi- 
leged individuals, but is open to the in- 
definite public. It is this indefiniteness 
or unrestricted quality that gives it its 
public character.” Thayer v. Califor- 
nia Develop. Co. (1912) 164 Cal 117, 
127, 128 Pac 21, 25. 

[2] But the Public Service Commis- 
sion points out that membership in 
Garkane is easy to obtain and that ac- 
tually the corporation solicits mem- 
bership and has apparently accepted 
thus far all who paid their fee and 
agreed to pay the monthly minimum. 
This does not affect the relationship of 
the corporation with its members nor 
does it change the character of the 
service to be rendered. The distinc- 
tion between a public service corpora- 
tion and a cooperative is a qualitative 
one. In a cooperative the principle of 
mutuality of ownership among all 
users is substituted for the conflicting 
interests that dominate the owner 
vendor—nonowner vendee relation- 
ship. In a cooperative all sell to each. 
The owner is both seller and buyer. 
So long as a codperative serves only 
its owner-members and so long as it 
has the right to select those who be- 
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come members, ordinarily it matters 


not that 5 or 1,000 people are mem- (5 
bers or that a few or all the people in a | 
given area are accorded membership, § 
provided the arrangement is a bona fide f 


cooperative or private service organ- 


ization and is not a device prepared I! 
and operated to evade or cicumvent the (@! 


law. The courts will always scrutinize 
closely to determine whether or not a 
certain organization or method of con- 
duct has for its purpose evasion of the 
law, and where it finds such evasion 
will declare such organization to be 
what it truly is. Davis v. People ex 
rel. Public Utilities Commission, 79 
Colo 642, PUR1926E 635, 247 Pac 
801. But in this case we find no evi- 
dence or likelihood that Garkane was 
organized to, or intends to, evade the 
law. It was organized by a group of 
consumers who had for years desired 
suitable electric energy in their homes, 
to procure and transmit to themselves 
such service. Garkane proposes to 
render service only in areas which 
heretofore have had no, or very inade- 
quate, electrical service. 


In its argument the Commission | 


contends that as a matter of policy it 
would be bad to allow cooperatives 
such as Garkane to escape supervision 
and regulation on the theory, largely 
that they must be protected from them- 


selves or the members be protected 7 
On the con- § 


from mismanagement. 


Fi EAE A TRAIT 0 a LR AN ASS SIE TATTLE TSR RGN NIL SCARIER ERT AREER Og GENES SHE IE INE 
rs — -~ - > 


pis Ve 


trary, it appears that there is no need 4 
for regulation of true cooperatives. F 
The theory of public utility regulation §@ s 


is based on a recognition that most} 


public utilities are monopolistic, that F 
their services are necessary or conven- § 


ient to the residents of the area, and 


that because of the conflict of interest § 
between the utility and its customers 
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le was pgire too high the surplus collected is re- 
de the 
sup of Pg tates are too low the consumers must 
lesired |g eccept curtailed service or provide fi- 


1omes, | qtancial contribution to the corpora- 


aselves 
Aconsumer-members have it in their 
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which i 
inade- 

Guity, as in the case of all mutuals 
rission Py ™ay be had if one group of members 
licy it F 
-atives |g {unction of the Commission in approv- 
J ing rates, capital structure, etc., is un- 
argely [ateeded by Garkane, its members, or 
them- § 
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of consumers there is likely to arise 
ituations where rates are so high as 
0 deny service to many, or so low as 
jo deny a fair return on its investment 
the utility and its stockholders 
hich in turn would tend to result in 


Mnadequate service. Therefore, regu- 


lktion is desirable to harmonize and 
talance these interests. The services 


™o{ Garkane may tend to be monopolis- 
f con- paglic in the area served because there is 
Bo other adequate utility to serve the 


A residents there and its services will be 


wnvenient and useful if not vital to 
consumer and producer interest— 


turned to the consumers pro rata. If 


tion. If service is not satisfactory, the 


power to elect other directors and de- 
mand certain changes. Resort to 


seks to overreach the others. The 


the communities which it will serve. 
[3] To the argument that Garkane 

may at some future time become an in- 

vestment busines venture and sell pow- 


sich change occurs it will be time 
enough for the Commission to take 
jurisdiction and to regulate its activ- 
ities. Under Garkane’s articles, only 
consumers may be members and each 
consumer unit is limited to one mem- 
bership. The many cases cited by 


counsel to the effect that what a cor- 
poration actually does, and not what 
its articles say it can do, determines 
its status as a public utility, are accept- 
ed, but no showing has been made that 
Garkane is operating, or will operate, 
in violation of its articles. So long as 
Garkane operates in accordance with 
its articles of incorporation and by- 
laws there appears to be no basis for 
jurisdiction over it by the Public Serv- 
ice Commission. 

[4] Nor do the other reasons as- 
signed by counsel appear to establish 
that the Commission should have ju- 
risdiction over Garkane. It is con- 
ceded that “the public” does not mean 
all of the people in the state or in any 
county or town. “The public” is a 
term used to designate individuals in 
general without restriction or selec- 
tion. A service organization which 
holds itself out to serve all who wish 
to avail themselves of its services 
might be a public utility even though 
only one or two people actually receive 
service. On the other hand, as was 
held in Dairymen’s Cooperative Sales 
Asso. v. Public Service Commission 
(1935) 318 Pa 381, 177 Atl 770, 98 
ALR 218, the hauling of milk for 
some 17,000 members of the associa- 
tion was not an undertaking to haul 
for all persons indiscriminately, i. e., 
for the public. As said before, mere 
number is no criterion. 

[5] Counsel’s contention that the 
activities of Garkane will be affected 
with the public interest cannot be de- 
nied. But that which may be affected 
with a public interest is not necessarily 
a public utility. Nebbia v. New York 
(1934) 291 US 502, 78 L ed 940, 2 
PUR(NS) 337, 54S Ct 505, 89 ALR 
1469. What does not appear is that 
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Garkane is a public utility and, as such, 
is subject to Commission regulation. 

[6, 7] That it runs its lines along 
public roads under permission of the 
county or town is no indication that 
Garkane is a public utility any more 
than the permissive building on the 
public right of way of a platform for 
the collection of milk indicates that a 
dairy farmer is a public utility. And 
if we accept the test that the loan of 
public funds to a cooperative means 
that it must serve the public generally 
and is therefore a public utility, we 
must also class as public utilities, 
bound to serve the public, all of the 
many hundreds or thousands of busi- 
ness organizations which have bor- 
rowed from the Federal government 
through R.F.C., P.C.C., ete. 


The Public Service Commission of 
West Virginia, a body of equal dignity 
with our Utah Public Service Com- 
mission, in considering an application 
for exemption from its jurisdiction, 
held, in Re Harrison Rural Electrifica- 
tion Asso. (1938) 24 PUR(NS) 7, 
15, that a codperative power associa- 
tion in all essential respect like Gar- 
kane was “a public utility within the 
purview of the state’s statute.” In 
this case counsel for the Commission 
has adopted much of the reasoning of 
the West Virginia Commission, that 
the business is “affected with a public 
interest,’ that since a loan of public 
funds has been secured by the codpera- 
tive it must serve all persons desiring 
service, that membership is easy to 
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secure, that lines will run along and 
cross public roads, etc. But the hold- 
ing of another state Commission is no 


more, nor even as fully, convincing as) 
the holding of our own Commission.) 
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The action of the West Virginia Com-) 
mission appears, moreover, to be con-/ 
trary to the prevailing practice of most) 


state Commissions, and we believe that! | 
there is a ready answer to each of the) 
reasons assigned for its holding, some) 
of which we have heretofore an-) 
swered. Others are answered by the) 
reasoning in Inland Empire Ruralfl Me 
Electrification v. Department of Pub-)) 
lic Service (1939) 199 Wash 527, 308 
PUR(NS) 173, 92 P(2d) 258, in§ 
which the Washington supreme court) J’ 
held that a rural electric service codp-) 
erative was not a public utility under) 
We believe the} 


reasoning in the Inland Empire Casefq- 


Washington’s laws. 


to be convincing and sound. 


[8] We hold, therefore, that a non-)) 
profit electric codperative which serves} 
only its members, and is completely) 
consumer owned with each consumer)’ 
limited to one membership, is not al 
public utility within the purview off 


our statute. 


Defendant, Public Service Commis- 


sion, is directed to vacate its order of 
August 10, 1939, in which it assumed 
jurisdiction over plaintiff, Garkane 
Power Company, Inc. 

Costs to plaintiff. 


Moffat, C. J., and Larson, Mc-F 


Donough, and Pratt, JJ., concur. 
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2D. COMMUNICATIONS COM. v. SANDERS BROS. RADIO STATION 


UNITED STATES SUPREME COURT 


Federal Communications Commission 


Sanders —_— Radio Station 


[No. 499.] 
(309 US —, 84 L ed —, 60 S Ct 693.) 


A Monopoly and competition, § 81.1 — Radio license — Economic injury. 


1. Economic injury to an existing radio station is not a separate and in- 
dependent element to be considered by the Federal Communications Com- 
mission in passing on an application for a broadcasting license, p. 137. 


: Appeal and review, § 80 — Parties — Radio licensee. 


2. The licensee of an existing radio station may appeal from an order of 
the Federal Communications Commission granting a license to a rival 


station, p. 139. 


W Appeal and review, § 53 — Duty to affirm — Questions of veracity. 


3. The Supreme Court will not upset the finding of the lower court as to 
the veracity of the disavowal by the Federal Communications Commission 
that it used as evidence in the hearing of an application for a radio station 
license certain data and reports in its files without permitting an intervener to 


inspect them, p. 139. 


[March 25, 1940.] 


y= OF CERTIORARI to United States Court of Appeals for 

the District of Columbia to review a judgment setting aside 

action of Federal Communications Commission in granting radio 

station license; reversed. For case below, see 70 App DC 297, 
106 F(2d) 321. 


APPEARANCES: Robert H. Jack- 
son, Attorney General, and William J. 
Dempsey, of Washington, D. C., ar- 
Louis 


#]G. Caldwell, of Washington, D. C., 
| argued the cause for respondent. 


Mr. Justice Roperts delivered the 


4 opinion of the court: 


We took this case to resolve impor- 
tant issues of substance and procedure 
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arising under the Communications Act 
of 1934, as amended.? 

January 20, 1936, the Telegraph 
Herald, a newspaper published in 
Dubuque, Iowa, filed with the petition- 
er an application for a construction 
permit to erect a broadcasting station 
in that city. May 14, 1936, the re- 





1 Act of June 19, 1934, Chap. 652, 48 Stat. 
at L. 1064; Act of June 5, 1936, Chap. 511, 49 
Stat. at L. 1475; Act of May 20, 1937, Chap. 
229, 50 Stat. at L. 189, 47 USCA, §§ 151 et seq. 
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spondent, who had for some years held 
a broadcasting license for, and had op- 
erated, Station WKBB at East Du- 
buque, Illinois, directly across the Mis- 
sissippi river from Dubuque, Iowa, ap- 
plied for a permit to move its transmit- 
ter and studios to the last-named city 
and to install its station there. Au- 
gust 18, 1936, respondent asked leave 
to intervene in the Telegraph Herald 
proceeding, alleging in its petition, 
inter alia, that there was an insufficien- 
cy of advertising revenue to support an 
additional station in Dubuque and in- 
sufficient talent to furnish programs 
for an additional station; that ade- 
quate service was being rendered to the 
community by Station WKBB and 
there was no need for any additional 
radio outlet in Dubuque and that the 
granting of the Telegraph Herald ap- 
plication would not serve the public 
interest, convenience, and necessity. 
Intervention was permitted and both 
applications were set for consolidated 
hearing. 

The respondent and the Telegraph 
Herald offered evidence in support of 
their respective applications. The re- 
spondent’s proof showed that its sta- 
tion had operated at a loss; that the 
area proposed to be served by the Tele- 
graph Herald was substantially the 
same as that served by the respondent 
and that, of the advertisers relied on 
to support the Telegraph Herald sta- 
tion, more than half had used the re- 
spondent’s station for advertising. 

An examiner reported that the ap- 
plication of the Telegraph Herald 
should be denied and that of the re- 
spondent granted. On exceptions of 
the Telegraph Herald, and after oral 
argument, the broadcasting division of 
petitioner made an order granting both 
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applications, reciting that “public in- # 
terest, convenience, and necessity 
would be served” by such action. The 
division promulgated a statement of § 
the facts and of the grounds of deci- 
sion, reciting that both applicants were | 


legally, technically, and financially)! 


qualified to undertake the proposed |) 
construction and operation; that there | 
was need in Dubuque and the sur-/7 
rounding territory for the services of | 
both stations, and that no question of |) 
electrical interference between the two 
stations was involved. A rehearing 
was denied and respondent appealed) 
to the court of appeals for the District ¥ 
of Columbia. That court entertained | 
the appeal and held that one of the is- 7 
sues which the Commission should/ 
have tried was that of alleged econom-/ 
ic injury to the respondent’s station by | 
the establishment of an additional sta- 7 
tion and that the Commission had} 
erred in failing to make findings on? 
that issue. 
sence of such findings, the Commis-| 


sion’s action in granting the Telegraph] 


Herald permit must be set aside as): 
arbitrary and capricious.* 4 

The petitioner’s contentions are that 
under the Communications Act eco-[ 


nomic injury to a competitor is not a/§, 


ground for refusing a broadcasting li- 7 
cense and that, since this is so, the re-77 
spondent was not a person aggrieved, | 
or whose interests were adversely af-/ 
fected, by the Commission’s action, 7 
within the meaning of § 402(b) of} 
the Act, 47 USCA, § 402(b), which® 
authorizes appeals from the Commis-f 
sion’s orders. 

The respondent asserts that the peti- f 

2Sanders Bros. Radio Station v. Federal 


Communications Commission (1939) 70 AppF 
DC 297, 106 F(2d) 321. 
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tioner in argument below contented it- 
slf with the contention that the re- 
spondent had failed to produce evi- 


@ dence requiring a finding of probable 


economic injury to it. It is conse- 


@ wuently insisted that the petitioner is 
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not in a position here to defend its 
failure to make such findings on the 
eround that it is not required by the 
act to consider any such issue. By its 
petition for rehearing in the court be- 
low, the Commission made clear its 
position as now advanced. The de- 
cision of the court below, and the chal- 
lenge made in petition for rehearing 
and here by the Commission, raise a 
fundamental question as to the func- 
tion and powers of the Commission 
and we think that, on the record, it is 
open here. 

[1] First. We hold that resulting 
economic injury to a rival station is 
not in and of itself, and apart from 
considerations of public convenience, 
interest, or necessity, an element the 
petitioner must weigh and as to which 
it must make findings in passing on an 
application for a broadcasting license. 

Section 307(a) of the Communica- 
tions Act, 47 USCA, § 307(a), di- 
tects that “the Commission, if public 


|] convenience, interest, or necessity will 


be served thereby, subject to the limi- 
tations of this act, shall grant to any 
applicant therefor a station license pro- 
vided for by this act.” This mandate 
is given meaning and contour by the 
other provisions of the statute and the 
subject matter with which it deals.® 
The act contains no express command 
that in passing upon an application the 
Commission must consider the effect 
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of competition with an existing sta- 
tion. Whether the Commission should 
consider the subject must depend upon 
the purpose of the act and the specific 
provisions intended to effectuate that 
purpose. 

The genesis of the Communications 
Act and the necessity for the adoption 
of some such regulatory measure is a 
matter of history. The number of 
available radio frequencies is limited. 
The attempt by a broadcaster to use a 
given frequency in disregard of its 
prior use by others, thus creating con- 
fusion and interference, deprives the 
public of the full benefit of radio audi- 
tion. Unless Congress had exercised 
its power over interstate commerce to 
bring about allocation of available 
frequencies and to regulate the em- 
ployment of transmission equipment 
the result would have been an impair- 
ment of the effective use of these facil- 
ities by anyone. The fundamental 
purpose of Congress in respect of 
broadcasting was the allocation and 
regulation of the use of radio frequen- 
cies by prohibiting such use except un- 
der license. 

In contradistinction to communica- 
tion by telephone and telegraph, which 
the Communications Act recognizes as 
a common carrier activity and regu- 
lates accordingly in analogy, to the 
regulation of rail and other carriers by 
the Interstate Commerce Commis- 
sion,* the act recognizes that broad- 
casters are not common carriers and 
are not to be dealt with as such. Thus 
the act recognizes that the field of 
broadcasting is one of free competi- 
tion. The sections dealing with broad- 





8 Federal Radio Commission v. Nelson Bros. 
Bond & Mortg. Co. 289 US 266, 285, 77 L ed 
1166, 1178, PUR1933D 465, 53 S Ct 627, 89 
ALR 406. 
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4 See Title II, §§ 201-221, 47 USCA, §§ 201- 
221. 
5 See § 3(h), 47 USCA, § 153(h). 
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casting demonstrate that Congress has 
not, in its regulatory scheme, aban- 
doned the principle of free competi- 
tion, as it has done in the case of rail- 
roads,® in respect of which regulation 
involves the suppression of wasteful 
practices due to competition, the regu- 
lation of rates and charges, and other 
measures which are unnecessary if 
free competition is to be permitted. 

An important element of public in- 
terest and convenience affecting the is- 
sue of a license is the ability of the 
licensee to render the best practicable 
service to the community reached by 
his broadcasts. That such ability may 
be assured the act contemplates inquiry 
by the Commission, inter alia, into an 
applicant’s financial qualifications to 
operate the proposed station.” 

But the act does not essay to regu- 
late the business of the licensee. The 
Commission is given no supervisory 
control of the programs, of business 
management or of policy. In short, 
the broadcasting field is open to any- 
one, provided there be an available fre- 
quency over which he can broadcast 
without interference to others, if he 
shows his competency, the adequacy 
of his equipment, and financial ability 
to make good use of the assigned chan- 
nel. 

The policy of the act is clear that 
no person is to have anything in the 
nature of a property right as a result 
of the granting of a license. Licenses 
are limited to a maximum of three 
years’ duration, may be revoked, and 
need not be renewed. Thus the chan- 
nels presently occupied remain free for 
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a new assignment to another licensee 
in the interest of the listening public. 


Plainly it is not the purpose of the} 
act to protect a licensee against com-) 
petition but to protect the public./@: 
Congress intended to leave competition}, 
in the business of broadcasting where} 
it found it, to permit a licensee whol) 
was not interfering electrically with? 
other broadcasters to survive or suc: | 
cumb according to his ability to make); 


his programs attractive to the ore 

This is not to say that the question)! 
of competition between a proposed sta- 77 
tion and one operating under an exist-7] 
ing license is to be entirely disregardedit ; 
by the Commission, and, indeed, the 
Commission’s practice shows that it) 
does not disregard that question. It} 
may have a vital and important bear-/ 
ing upon the ability of the applicant} 
adequately to serve his public; it may|] 
indicate that both stations—the exist-/ 
ing and the proposed—will go under, 
with the result that a portion of the] 
listening public will be left without ; 
adequate service; it may indicate that, 7 
by a division of the field, both stations 9 
will be compelled to render inadequate} 
service. These matters, however, are} 
distinct from the consideration that, iff 
a license be granted, competition be- 
tween the licensee and any other exist- ‘ 
ing station may cause economic loss : 
to the latter. If such economic loss) 
were a valid reason for refusing a li-j 
cense this would mean that the Com-F 
mission’s function is to grant a mo-f 
nopoly in the field of broadcasting, aj 
result which the act itself expressly} 
negatives,® which Congress would not 





6 Compare Texas & P. R. Co. v. Gulf, C. 
& S. F. R. Co. (1926) 270 US 266, 277, 70 
L ed 578, 583, 46 S Ct 263; Chicago Junction 
Case (Baltimore & O. R. Co. v. United States) 
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(1924) 264 US 258, 68 L ed 667, 44 S Ct 317. 
7 See § 308(b), 47 USCA, § 308(b). 
8 See § 311, 47 USCA, § 311, relating to un- 
fair competition and monopoly. 
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have contemplated without granting 
the Commission powers of control 
over the rates, programs, and other 


activities of the business of broadcast- 
@ ing. 


We conclude that economic injury 


Wo an existing station is not a separate 
Wand independent element to be taken 


into consideration by the Commission 


Yin determining whether it shall grant 

““1@ or withhold a license. 
public. ; 
1estion | 
ed sta- 7 
| eXist- Fy 
garded) 


[2] Second. It does not follow 
that, because the licensee of a station 
cannot resist the grant of a license to 
another, on the ground that the result- 
ing competition may work economic 
injury to him, he has no standing to 


7 appeal from an order of the Commis- 


sion granting the application. 


Section 402(b) of the act, 47 
USCA, § 402(b), provides for an 
appeal to the court of appeals of the 
District of Columbia (1) by an appli- 
cant for a license or permit, or (2) 
“by any other person aggrieved or 
whose interests are adversely affected 
by any decision of the Commission 
granting or refusing any such applica- 
tion.” 

The petitioner insists that as eco- 
nomic injury to the respondent was 
not a proper issue before the Commis- 
sion it is impossible that § 402(b) was 
intended to give the respondent stand- 
ing to appeal, since absence of right 
implies absence of remedy. This view 
would deprive subsection (2) of any 
substantial effect. 

Congress had some purpose in en- 
acting § 402(b) (2). It may have 
been of opinion that one likely to be 
injured by the issue of a license would 


be the only person having a sufficient 
interest to bring to the attention of the 
appellate court errors of law in the ac- 
tion of the Commission in granting 
the license. In this view, while the in- 
jury to such person would not be the 
subject of redress, that person might 
be the instrument, upon an appeal, of 
redressing an injury to the public serv- 
ice which would otherwise remain 
without remedy. It is within the pow- 
er of Congress to confer such standing 
to prosecute an appeal. 

We hold, therefore, that the re- 
spondent had the requisite standing to 
appeal and to raise, in the court below, 
any relevant question of law in respect 
of the order of the Commission. 

Third. Examination of the find- 
ings and grounds of decision set forth 
by the Commission discloses that the 
findings were sufficient to comply with 
the requirements of the act in respect 
of the public interest, convenience, or 
necessity involved in the issue of the 
permit. In any event, if the findings 
were not as detailed upon this subject 
as might be desirable, the attack upon 
them is not that the public interest is 
not sufficiently protected but only that 
the financial interests of the respond- 
ent have not been considered. We find 
no reason for abrogating the Commis- 
sion’s order for lack of adequate find- 
ings. 

[3] Fourth. The respondent here 
renews a contention made in the court 
of appeals to the effect that the Com- 
mission used as evidence certain data 
and reports in its files without per- 
mitting the respondent, as intervener 
before the Commission, the opportuni- 
ty of inspecting them. The Commis- 





: 9 Compare Interstate Commerce Commis- 
sion v. Oregon-Washington R. & Nav. Co. 
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sion disavows the use of such material 
as evidence in the cause and the court 
of appeals has found the disavowal 
veracious and sufficient. We are not 
disposed to disturb its conclusion. 


UNITED STATES SUPREME COURT 


The judgment of the court of apt : 
peals is reversed. 


Mr. Justice McReynolds took no | 
part in the decision of this case. 
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Pcs aoe 


Re Illinois Central Railroad Company 


[2-R-1054.] 


Service, § 267 — Discontinuance — Stations — Revenue and use. 


The revenue derived at a railroad station is merely evidentiary of the use|) 
being made of the service and is not controlling as to whether service should 


be continued. 


[December 22, 1939.] : 


— for authority to discontinue agency railroad 
station and to operate as a prepaid nonagency station; 


denied. 
APPEARANCES: Illinois Central P.M. and southbound at 5 p. M., daily/ 
Railroad Company, by Schubring, except Sunday. The mail is handled? 


Ryan, Petersen & Sutherland, by A. R. 
Petersen; W. J. Garrity, Special As- 
sistant to the Vice President and Gen- 
eral Manager; F. W. Dougan, Train- 
master. 

Order of Railroad Telegraphers, by 
M. T. Fullington, Vice President, 
Springfield, Missouri. 

H. S. Ammann, Clarno, in his own 
behalf and other citizens of Clarno. 

Of the Commission staff, L. P. At- 
wood, Engineering Department. 


By the Commission: Clarno is lo- 
cated 7.3 rail miles south of Monroe 
and 3.5 rail miles north of Orange- 
ville, Illinois. It has a population of 
fifty and is now served by the applicant 
company by trains northbound at 1:30 
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by a star route. 2 





The testimony indicates that if the 7 
agent at Clarno is discontinued, the) 
billing and other office matters will be} 
handled out of Orangeville which is? 
5.4 highway miles south. 

Exhibit 4 shows that the total gross 
revenue for the years 1935 to 1938, 
inclusive, averaged more than $14,500F 
a year and that the gross revenue for § 
the first nine months of 1939 was in 
excess of $8,700. The average annual § 
wage of the agent between 1935 and® 
1938 was about $1,300 and for the f 
first nine months of 1939 amounted tof 
approximately $1,000. 

The railroad contends that shippers § 
and receivers of freight could be satis- 7 
factorily served from Orangeville or 
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RE ILLINOIS CENTRAL RAILROAD CO. 


Monroe, at which points full-time 
agents would be maintained. 


Several residents of this area ap- 
peared in opposition to the application 
and testified that for many years they 
have insisted that their traffic be moved 
by the Illinois Central Railroad so as 
to give this carrier all the support pos- 
sible. 


The owner of a general store stated 
that grocery houses at Chicago have 
desired to ship by truck but that he has 
insisted upon rail delivery. He testi- 
fied that he has no carload shipments 
but that in 1939 he had 64 l.c.l. ship- 
ments in addition to express. 

A livestock dealer said that the II- 
linois Central Railroad contacted him 
early in the spring and asked him to 
solicit livestock for rail shipment. He 
stated that he has shipped 55 cars in 
seven months and that through the 
agent he is able to obtain the cars a 
week in advance. He said that some 
farmers have shipped livestock with 
him merely because he employed rail 
facilities and that while he could prob- 
ably obtain service through the 
Orangeville station, the Clarno agent 
has taken considerable responsibility in 
aiding him. 

A farm implement dealer at Clarno 
stated that he always specifies that his 
shipments be made by this railroad 
and that he has done this principally to 
assist in keeping the station open. 

A large receiver of lumber, feed, 
fuel, and builders’ hardware said that 
with the exception of one or two items 
all of his traffic is moved via this car- 
rier. He said that from January Ist 
to the date of the hearing he had paid 
transportation charges of approxi- 
mately $7,500 on carload shipments, 
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more than $750 on prepaid cars, and 
that his l.c.l. shipments collected at 
Clarno amounted to approximately 
$400. In addition he stated that he has 
some prepaid l.c.l. shipments of which 
he had no record but thought they 
would amount to about $200. He said 
that during October, which is not in- 
cluded in Exhibit 4, he paid approxi- 
mately $2,200 to the station at Clarno. 
He stated that he would be seriously 
inconvenienced, particularly on ship- 
ments of shippers’ orders, if the bills 
had to go through the bank at Monroe 
and delay the car at Orangeville. This 
witness stated that the removal of the 
agent at Clarno would eliminate ap- 
proximately $2,000 per year revenue 
which he is now paying to this carrier. 
He was particularly concerned with the 
fact that any merchandise unloaded at 
the depot would be at the owner’s risk. 
He said that on grass seed priced at 
$60 or $70 a bag this risk would place 
an undue responsibility on the con- 
signee, and also contended that the 
present depot facilities were inade- 
quate for this purpose. He said that 
the 5 P.M. train was often late and 
that unless he happened to notice that 
the train crew -vas unloading merchan- 
dise for him he would not know it was 
there until the second morning as it 
would take that long to receive mail 
notice from Orangeville. This witness 
also stated that during the past twenty- 
three years he has paid approximately 
a quarter of a million dollars in freight 
charges to the Illinois Central Railroad 
Company. 

We have often pointed out that the 
revenue derived at a station is merely 
evidentiary of the use being made of 
the service and that it is by no means 
controlling as to the question of 
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whether an agent should be retained. 
The revenue obtained at this station 
would lead us to believe that consider- 
able use is being made of the service 
of the railroad and from the record it 
is quite clear that the agent’s services 
are necessary if this revenue is to be 
wholly continued. The testimony of 
one witness indicates that he would be 
required to divert- enough traffic from 
this railroad to more than pay the 
agent’s salary which for all practical 
purposes is the only saving that would 
be effected by the grant of the pro- 
posal herein. The record is likewise 
clear that the shippers would suffer 
considerable inconveniences in obtain- 


WISCONSIN PUBLIC SERVICE COMMISSION 


ing their freight if the agent were re. 
moved. 
Finding 

The Commission finds : 

That adequate public service re- 
quires the maintenance of agency serv- 
ice by the Illinois Central Railroad 
Company at its station at Clarno, 
Green county. 


ORDER 


It is therefore ordered: 

That the application of the Illinois 
Central Railroad Company for au- 
thority to discontinue agency service 
at its station at Clarno, Green county, 
be and is hereby denied. 





SECURITIES AND EXCHANGE COMMISSION 


Re Eastern Shore Public Service 


Company et al. 


[File No. 43-277, Release No. 1917.] 


Security issues, § 1 — Definition — “Note” treated as bond. 
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1. An instrument designated a “note” comes within the meaning of the 
term “bond” as used in § 7(c) of the Holding Company Act, 15 USCA, 
§ 79g, where the note is subject to a loan agreement containing covenants 
on the part of the issuing company and securities are to be pledged con- 
sisting of bonds which are in turn secured by a first lien on the physical 
property of the issuing company and by a first lien on bonds of subsid- 
iaries, constituting a lien on the physical properties of such subsidiaries, 
p. 148. 


Security issues, § 44 — Approval — Type of security pledged. 


2. A note (treated as a bond under the Holding Company Act) was held to 
be so secured by other assets as to satisfy the requirements of § 7(c) (1) (B) 
of the Holding Company Act, where the note was to be held by a single 
investor well qualified to judge the merits of the risks assumed, where the 
loan agreement contained no provision for breaking up the note for sale 
to the public, and where the security to be pledged consisted of bonds of 
the issuing company secured by a first lien on its physical property and by 
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RE EASTERN SHORE PUBLIC SERVICE CO. 


a first lien on bonds of subsidiaries which constituted a lien on the physical 
properties of such subsidiaries, p. 148. 


[February 2, 1940.] 


} camo by subsidiary of registered holding company 

pursuant to § 7 of the Holding Company Act concerning 

the issuance and sale of a secured note, and applications by 

subsidiaries for exemption of certain securities under § 6; 
granted subject to conditions. 


APPEARANCES: Robert N. Hislop 
of the Public Utilities Division of the 
Commission; Travis, Brownback & 
Paxson, by Bradford Magill, for East- 
ern Shore Public Service Company 
(Del.) et al.; F. W. C. Webb, for 
Eastern Shore Public Service Compa- 
ny (Del.) et al. 


By the Commission: FEastern 
Shore Public Service Company,’ a 
Delaware Corporation (hereinafter re- 
ferred to as Delaware) a direct sub- 
sidiary of Eastern Power Company, a 
registered holding company, has filed 
a declaration pursuant to § 7 of the 
Public Utility Holding Company Act 
of 1935, 15 USCA, § 79g concerning 
the issuance and sale of its 2-year 3 
per cent secured note in the face 
amount of $1,000,000 to the Chase 
National Bank at par and the issuance 
and pledge as security therefor of first 
mortgage and first lien bonds 5 per 
cent series C due 1946 in the principal 
amount of $1,100,000. It is repre- 
sented that the proceeds from the note 


are to be used to finance the construc- 
tion at Vienna, Maryland, of addition- 
al generating facilities for Delmarva 
Power Company, a wholly owned sub- 
sidiary of declarant. 

Declarant states that it originally in- 
tended to provide these funds from 
a contemplated refunding program, 
however, the urgent need for addition- 
al electric energy made it impossible to 
delay until the details of such program 
had been completely worked out. It is 
impossible to raise the needed funds 
except through borrowing from 
sources outside the Associated system. 
It is further represented that this pres- 
ent declaration is merely to obtain 
funds through temporary financing 
which will be placed on a permanent 
basis when the refunding program for 
declarant, which is now being carried 
forward with all possible dispatch, has 
been executed. 

Delmarva Power Company (herein- 
after referred to as Delmarva), a 
Maryland corporation, Eastern Shore 
Public Service Company of Maryland 





1Eastern Shore Public Service Company 
(Del.) is a majority-owned subsidiary of 
Eastern Power Company (Eastern Power 
Company owning two-thirds of the common 
stock of Eastern Shore Public Service Com- 
pany, the remianing one-third of the common 
stock being owned by Virginia Public Service 
Company, a wholly owned subsidiary of East- 
ern Power Company) which is in turn a wholly 
owned subsidiary of Southeastern Electric and 
Gas Company which is in turn a wholly 
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owned subsidiary of General Gas and Electric 
Company which is in turn a wholly owned 
subsidiary of Associated Gas and Electric 
Corporation which is in turn a wholly owned 
subsidiary of Associated Gas and Electric 
Company which is in turn a wholly owned 
subsidiary of voting trustees under a voting 
trust agreement dated March 27, 1933, the six 
last-named organizations being registered 
holding companies. 
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(hereinafter referred to as Mary- 
land), a Maryland corporation, and 
Eastern Public Shore Service Com- 
pany of Virginia (hereinafter re- 
ferred to as Virginia), a Virginia 
corporation, have each filed applica- 
tions pursuant to § 6(b) of the act, 
15 USCA, § 79f seeking exemption 
from the provisions of § 6(a) of the 
act of the issue and sale of certain 
securities to be more fully described 
hereinafter. All of these applicants 
are wholly owned subsidiaries of Dela- 
ware. 

In the case of Delmarva the pro- 
posed issue is to consist of its first 
mortgage 4 per cent bonds due 1969 
in the principal amount of $1,750,000. 
It is represented that these bonds are 
to be sold to Delaware at par, and the 
net proceeds, estimated at $1,747,400 
are to be used for the redemption at 
100 of $1,150,000 first mortgage 54 
per cent bonds of Delmarva due 1949, 
now held by Delaware, and to use the 
balance of $597,400 toward the con- 
struction of the additional generating 
facilities. _ 

In the case of Maryland the pro- 
posed issue is to consist of its first 
mortgage 4 per cent bonds due 1969 in 
the principal amount of $2,142,500 
and 2,855 shares of $100 par common 
stock. It is represented that the bonds 
and stock are to be sold to Delaware at 
par, and the net proceeds, estimated at 
$2,424,700, are to be used for the re- 
demption at 100 of $1,742,500 refund- 
ing mortgage 6 per cent bonds of 
Maryland due 1954, now held by Dela- 
ware, and to repay advances of $558,- 
700 from Delaware and $123,500 
from Delmarva. 

In the case of Virginia the proposed 
issue is to consist of its first mortgage 
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4 per cent bonds due 1969 in the prin- | 
cipal amount of $1,372,500. It is rep- | 
resented that these bonds are to be sold | 
to Delaware at par and the net pro- 
ceeds estimated at $1,370,300 are to be 
used for the redemption at 100 of $1,- 

247,500 first mortgage 6 per cent | 

bonds of Virginia due 1957, now held | 

by Delaware, and the repayment of | 
advances from Delaware in the amount | 
of $109,390. The balance of $13,- 

410 is to be used to reimburse Vir- 

ginia’s treasury for expenditures made 

by it for construction. 

Delaware has filed an application 
pursuant to § 10(a) (1) of the act, 
15 USCA, § 79j for approval of the 
acquisition by it of the securities above 
described. 

It is represented that these transac- 
tions are proposed for two purposes: 

1. To refund the bonds of Delmar- 
va, Maryland, and Virginia at lower 
interest rates.” 

2. To supply Delmarva with $1,- 
000,000 with which it may construct 
the new generating facilities ; it is pro- 
posed to accomplish this objective in 
the following manner: 

From the sale of $600,000 principal 
amount 4 per cent bonds to Dela- 
ware 

From Maryland in payment of open 
account 

From Delaware in payment of account 
payable to Delmarva ... $12,926.11 


From Delaware as advances 263,573.89 
— 276,500 


$1,000,000 


123,500 


After appropriate notice a consoli- 
dated hearing was held on the declara- 
tion and applications, as amended, at 
which no member of the public re- 





2It is represented that this step is being 
taken, among other reasons, as a necessary 
preliminary to the contemplated refunding of 
Eastern Shore Public Service Company 
(Del.). 
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quested to be heard. Having consid- 
ered the record in these matters the 
Commission now makes the following 
findings : 


Nature of Declarant and Applicants 


In addition to owning all of the 
common stock of applicants, Delaware 
owns all of their bonded indebtedness, 
there being no preferred stock issues 
on any of these subsidiaries.® 

The applicants are all operating pub- 
lic utility companies, operating in their 
respective states of incorporation. 


Delmarva owns and operates a steam 
generating plant at Vienna, Maryland, 
which is the principal base load plant 
for Delaware, Maryland, and Vir- 
ginia.* 


The declarant is an operating public 
utility as well as a holding company, 
deriving approximately 56 per cent of 
its gross income from utility opera- 
tions. 

The territory served by these com- 
panies is located on a peninsula almost 
completely separated from the main- 
land, and is primarily an agricultural 
territory sparsely populated. The 
communities served for the most part 
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are small and there are practically no 
industries such as one would find in 
areas with concentrated populations. 


Need for the Proposed New 
Generating Facilities 


Engineering reports introduced in 
the record and the uncontroverted tes- 
timony of witnesses at the hearing es- 
tablish the fact that presently the de- 
pendable capacity of the companies 
embraced by the Eastern Shore system 
(Delaware and all of its subsidiaries °) 
is being used to the maximum for nor- 
mal operations. During the past 
twelve months the peak loads have ex- 
ceeded this maximum dependable ca- 
pacity.® 

Because of the peculiar geographic 
factors affecting Eastern Shore system 
(it being located on a peninsula which 
practically isolates it from the main- 
land’) the possibilities of intercon- 
nections are limited. In the north the 
distribution system of Eastern Shore 
system is separated by approximately 
50 miles from that of Delaware Power 
and Light Company. An interconnec- 
tion with this company would require 
the construction of transmission lines 





3In addition to the three applicants, Dela- 
ware owns all of the common and preferred 
stock of Maryland Light and Power Compa- 
ny, a Maryland corporation. This latter com- 
pany has outstanding $1,089,000 principal 
amount of bonds none of which are owned by 
Delaware (Associated system companies, how- 
ever, own $119,000 principal amount of these 
bonds). 


4 While it appears that the applicants and 
declarants are parts of what should properly 
be operated as one corporation it is represent- 
ed that local state laws, together with tax 
concessions made to Delmarva (which we are 
informed expire within the next two or three 
years), presently make any elimination of ex- 
isting companies impossible. 

5 Excluding only the operations of Maryland 
Light and Power Company on the mainland 


[10] 
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of Maryland and the division of Virginia 
known as Exmore (consisting of two Diesel 
plants with a total dependable capacity of 
1,789 kilowatts) which has no interconnection 
with the rest of Eastern Shore system. 

6 The maximum dependable capacity of the 
Eastern Shore system is 15,271 kilowatts. 
Since July, 1939, the demand has been exceed- 
ing this capacity at all times, reaching a high 
of 16,000 kilowatts during August, 1939. 

7 The only facilities of Delaware and all 
its subsidiaries not on the peninsula consist 
of a small generating plant at Leonardtown, 
Maryland, together with a transmission line 
running to Piscataway, Maryland. This rep- 
resents only about one-sixth of the total op- 
erations of Maryland Light and Power Com- 
pany. 
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to bridge this gap. In addition to the 
cost of this construction there would 
be the cost of power purchased which 
would, since the companies are not un- 
der common control, include some 
profit to the selling company. It is the 
judgment of the engineers who pre- 
pared the reports above referred to 
that such an interconnection would be 
uneconomical. 


The only other possible outside 
source of power is from the Consoli- 
dated Gas, Electric Light & Power 
Company of Baltimore, which would 
require a submarine cable from 7 to 
10 miles long under Chesapeake bay. 
This would also require the building of 
a considerable amount of transmission 
lines. Because of the expense of this 
possible solution, it has been given no 
consideration. 

It would seem that the efficient op- 
eration of Eastern Shore system re- 
quires the proposed new generating 
facilities which are to provide 7,500 
kilowatts of additional capacity. The 
proposal to provide for these addition- 
al facilities by extension of the plant at 
Vienna, Maryland, also seems to be 
justifiable. 

The estimated cost of $1,069,000 
for these new facilities seems high. 
The engineer who prepared this esti- 
mate testified that he purposely made 
the estimate higher than he felt the 
actual cost would be in order to include 
all unforeseen exigencies. While the 
estimated cost approximates $143 per 
kilowatt, a partial explanation for this 
arises from the fact that where feasible 
the new plant will also provide for fu- 
ture anticipated expansion. Among 
the provisions for this future expan- 
sion is the present construction of a 
33 PUR(NS) 


new discharge canal for condensing 
water which will be large enough for 
future expansion. The present ash 
handling facilities are being moved 
and installed in a manner to provide 
for future additions. The foundation 
piling is being installed in anticipation 
of future needs. 


Fixed Assets of Delaware and 
Subsidiaries 


Consolidated fixed assets of Dela- 
ware and its subsidiaries were stated 
at $14,927,167 as at October 31, 1939. 
This item includes an amount of 
$565,035 which represents a consoli- 
dating adjustment to reflect excess cost 
to Delaware of its subsidiaries over the 
book value of such subsidiaries at the 
date of acquisition. Also included in 
consolidated fixed assets is an unde- 
termined amount representing upward 
revaluations of fixed assets of Dela- 
ware and its subsidiaries made in a 
total amount of $538,425 from 1926 
to 1931. 

Declarant states that no determina- 
tion is available showing the amount 
of such upward revaluations remain- 
ing in fixed assets as at October 
31, 1939; however, undetermined 
amounts have been written out of the 
fixed assets accounts in connection 
with retirements of physical property. 

The consolidated reserve for retire- 
ments was stated at $1,847,679.52 as 
at October 31, 1939, which amounted 
to 12.86 per cent of combined fixed 
assets. 


Consolidated Earnings of Delaware 
and Subsidiaries 


The following statement reflects the 
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RE EASTERN SHORE PUBLIC SERVICE CO. 


consolidated earnings statement of 
Delaware : 


EASTERN SHORE PusLic SERVICE Co. 
(Del.) (Consl.) 


(12 Months Ended October 31, 1939) 


Proposed 
$911,929 


Present 
$925,458 


Gross Income ..... 





Deductions : 
$442,989 
48,080 


Total Deductions ... $491,069 


Avail. for Pfd. Dividends $434,389 
Preferred Dividends .. 215,559 


$457,989* 
34,508 


$492,497 


$419,432 
215,559 











Avail. for Common Divi- 


$218,830 $203,873 


*Includes interest on 3% 2-year note on 
basis of that note being outstanding an aver- 
age of 6 months. This method of computa- 
tion was used since the money is to be taken 
down only as needed. Furthermore, no allow- 
ance has been given here to increased revenues 
or economies to be realized from the proposed 
new generating facilities. 

Proposed 


1.99 
1.85 


1.29 


Present 
Times long-term debt in- 
terest earned 2.09 
Times all charges earned 1.88 
Times all charges and pre- 
ferred dividends earned 1.31 


lowing charges to income for mainte- 
nance and depreciation : 


% of 
Consolidat- % of 
ed Gross Combined 
Amount Revenue Property 
Maintenance $129,700 4.52 0.90 
Depreciation 355,344 12.39 2.48 


Total ... $485,044 16.91 3.38 


The depreciation policy reflected 
above represents a substantial im- 
provement in recent years, and since 
1934, more than half of the earnings 
available for common stock dividends 
have been retained for additions and 
betterments. 


Effect of Proposed Transactions on 
Consolidated Capitalization of Del- 
aware and Subsidiaries 


The following tabulation reflects the 
effect of the proposed transactions on 
the consolidated capitalization of Del- 
aware: 


Security Structure as at October 31, 1939 
EASTERN SHORE Pustic Service Co. (Del.) (Consl.) 


Security 
Long-term debt 
Preferred Stock 
Common Stock 


Total Securities 
Capital Surplus 
Corporate Surplus 


Total Securities and Surplus 
Ratio of Long-term Debt to Net Fixed Assets 


Outstanding 


$12,484,173 


$13,487,196 


Proposed 
Amount 

Outstanding 

$9,139,000* 
3,253,173 
1,092,000 
$13,484,173 
562,144 
440,879 


$14,487,196 


Present 
Amount % of 
Total 
60.35 
24.12 

8.09 
92.56 
4.17 
3.27 
100.00 
62.23 


$8,139,000 
3,253,173 
1,092,000 


562,144 
440,879 


* Includes 2-year 3% note proposed to be issued. 


The amount of $925,458 available 
for charges for the twelve months 
ended October 31, 1939, as shown in 
the above statement, was after the fol- 


Fees and Commissions 


The total fees and commissions to 
be paid by declarant and applicants 
in connection with the above-outlined 
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transactions are estimated at $16,500.® 
While this appears high for the financ- 
ing of $1,000,000 it must be remem- 
bered that in addition to the new mon- 
ey being raised, three of declarant’s 
subsidiaries are refunding their bonds 
at lower interest rates. To do this new 
indentures are being prepared in- 
volving legal and printing expense. 
The evidence reveals that considerable 
time has been required in planning and 
executing the transactions. 

Among its fees and commissions 
Delaware has included a “standby” 
commission of $5,000 which it pro- 
poses to pay the Chase National Bank. 
This commission is paid for Chase’s 
agreement to hold the $1,000,000 until 
May 31, 1940, against which Delaware 
may draw as the money is needed, in- 
terest being paid only for the actual 
length of time the money has been 
employed by Delaware. 

Under the special circumstances 
surrounding this declaration and these 
applications the fees and commissions 
to be paid in connection with these 
transactions do not appear excessive. 


Compliance with the Act 


[1, 2] Section 7(c) of the act pro- 
vides, inter alia, that “the Commission 
shall not permit a declaration regard- 
ing the issue or sale of a security to 
become effective unless it finds that 

(1) (B) (iii) such security is 
a bond secured by any 
other assets of the type and character 


SECURITIES AND EXCHANGE COMMISSION 


which the Commission by rules and § 
regulations or order may prescribe | 
as appropriate in the public interest 9 
or for the protection of investors, 7 


” 


The note which Delaware now pro- 
poses to issue to the Chase National 


Bank in the face amount of $1,000,000 | 
is subject to a loan agreement con- | 


taining certain covenants on the part 
of the company. The security to be 
pledged with Chase consists of bonds 
of declarant which are in turn secured 
by a first lien on the physical property 


of declarant and by a first lien on 7 
bonds of subsidiaries of declarant con- 7 


stituting a lien on the physical proper- 


ties of such subsidiary companies. In | 
view of these facts we are of the opin- | 


ion that this instrument, although 
designated a “note,” comes within the 
meaning of the term “bond” as used in 
§ 7(c).® Since the note is to be held 
by a single investor well qualified to 
judge the merits of the risk assumed, 
and because of the further fact that 
the loan agreement contains no provi- 
sion for breaking up the note for sale 
to the public, we are of the opinion 
that the assets pledged are of such 
character as to satisfy the require- 


ments of § 7(c) (1) (B) (iii). 


The bonds which declarant proposes ' 


to issue and pledge as security for the 


above-described note are first mortgage F 
and first lien bonds of declarant. Since 7 
the mortgage covers the physical as- § 


sets of declarant and the lien attaches 





_§ The estimated fees and commissions are 
divided among the declarant and applicants as 
follows : 





RO AMOVE 555.5 516 ba i0i sone es $8,400 
PCMDI... 55 sa osinvawkiv ener 2,600 
DAGEVIONE 4.:00%socsaeescassc 3,300 
WAI oc tan wan eae canons 2,200 

$16,500 


9Secured notes have been found to be 
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“bonds” within the meaning of § 7(c) in the 
following cases: In Re North Boston Light- 
ing Properties (1937) 2 SEC 799; Re South- 
western Development Co. (1937) 2 SEC 815; 


Re Community Power & Light Co. Holding | 


Company Act Release No. 1533, May 15, 
1939; and Re International Utilities Corp. 
and General Water Gas & Electric Co. Hold- 
ing ee Act Release No. 1708, August 
1, 1939. 
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RE EASTERN SHORE PUBLIC SERVICE CO. 


to all the outstanding securities, in- 
cluding first mortgage bonds on the 
physical properties of three specified 
subsidiaries of declarant, it would ap- 
pear that the proposed bonds of declar- 
ant qualify under § 7(c) (1) (B) (4) 
and § 7(c) (1) (B) (ii). 

The declarant has filed an opinion of 
counsel to the effect that no state se- 
curities commission has jurisdiction 
over the issue and sale of the proposed 
noteand bonds. Furthermore, no state 
Commission or state securities com- 
mission has informed the Commission 
that any applicable laws have not been 
complied with. The provisions of § 7 
(g) are therefore satisfied. 


Because of the special facts and cir- 
cumstances of this declaration, more 
particularly discussed above, including 
the need for the funds and the appar- 
ent unavailability of such funds except 
through the medium here employed, 
we are of the opinion no reason exists 
for making adverse findings with re- 
gard to § 7(d). The conservative pol- 
icy regarding depreciation reserves and 
the payment of common stock divi- 
dends makes unnecessary during the 
transitory period prior to the contem- 
plated refunding the consideration as 
to whether any action should be taken 
to increase the equity of the common 
stock. Subject to the terms and con- 
ditions hereinafter to be discussed, an 
appropriate order will be entered ap- 
proving the declaration. 

The applications of Delmarva, 
Maryland, and Virginia have been 
filed pursuant to § 6(b) of the act 
which provides that the Commission 
shall exempt from the provisions of 
§ 6(a) “subject to such terms and 
conditions as it deems appropriate in 
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the public interest or for the protection 
of investors or consumers” the issu- 
ance and sale of any securities “by any 
subsidiary company of a registered 
holding company, if the issue and sale 
of such security are solely for the pur- 
pose of financing the business of such 
subsidiary company and have been ex- 
pressly authorized by the state Com- 
mission of the state in which such sub- 
sidiary company is organized and do- 
ing business. 

As for Delmarva he net proceeds to 
be received by it from the sale of its 
securities described in its pending ap- 
plication are to be issued in part to re- 
tire existing debt obligations, the bal- 
ance being used to assist in the con- 
struction of a needed generating plant. 
This security issue has been expressly 
approved by the Public Service Com- 
mission of Maryland by its order dated 
September 15, 1939, as amended No- 
vember 27, 1939, in Case No. 4330. 
We accordingly find that the require- 
ments of § 6(b) of the act have been 
met and subject to the terms and con- 
ditions hereinafter to be discussed, this 
application for exemption is granted. 

As for Maryland the net proceeds to 
be received by it from the sale of its 
securities described in its pending ap- 
plication are to be issued in part to 
retire existing debt obligations, the 
balance being used to discharge open 
account obligations to Delmarva and 
Delaware. These security issues have 
been expressly approved by the Public 
Service Commission of Maryland by 
its order dated September 13, 1939, as 
amended November 27, 1939, in Case 
No. 4328. We accordingly find that 
the requirements of § 6(b) of the act 
have been met and subject to the terms 
and conditions hereinafter to be dis- 
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cussed, this application for exemption 
is granted. 

As for Virginia the net proceeds to 
be received by it from the sale of its 
securities described by its pending 
application are to be issued in part 
to retire debt obligations, in part 
to discharge open account obligations 
to Delaware, the balance being used 
to reimburse Virginia’s treasury for 
physical additions actually made to its 
property. This security issue has been 
expressly approved by the Corporation 
Commission of the commonwealth of 
Virginia by its order dated September 
13, 1939, as amended December 1, 
1939, in Case No. 6839. We accord- 
ingly find that the requirements of § 6 
(b) of the act have been met and sub- 
ject to the terms and conditions here- 
inafter to be discussed, this application 
for exemption is granted. 

Delaware has filed an application 
pursuant to § 10(a) (1) of the act 
seeking approval of the acquisition by 
it of all the securities which Delmarva, 
Maryland, and Virginia presently pro- 
pose to issue. Section 10(b) provides 
that if the requirements of § 10(f) are 
satisfied, the Commission shall ap- 
prove the acquisition unless the Com- 
mission makes adverse findings with 
respect to certain specific matters, in- 
cluding consideration, fees, and com- 
missions. The requirements of sub- 
section 10(f), providing that the Com- 
mission shall not approve any acquisi- 
tion unless it appears that the ap- 
plicable state laws have been com- 
plied with, appear to have been satis- 
fied. 

Section 10(c) provides that not- 
withstanding. the provisions of § 10 
(b) the Commission shall not approve 
an acquisition which is unlawful un- 
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der § 8 or is detrimental to the carry- 
ing out of the provisions of § 11, nor 
unless it finds that such acquisition will 
serve the public interest by tending 
towards the economical and efficient 
development of an integrated public 


utility system. Section 8 is inapplic- 
able. 

For the reasons set forth above we 
do not make adverse findings under 
§ 10(c) (1). As for § 10(c) (2), 
the testimony of the engineer taken at 
the public hearing was to the effect 
that the proposed new generating plant 
would tend toward the efficient and 
economic development of an integrated 
public utility and we see no basis for 
questioning this testimony. 


Form of Order 


The Commission finds it to be ap- 
propriate in the public interest and for 
the protection of investors and con- 
sumers that its order be subject to the 
following conditions: 

1. That the steps involved in the 
declaration and various applications 
shall be carried out and effected re- 
spectively as set forth in and for the 
purposes represented by such declara- 
tion and applications as amended. 


2. That the bonds to be pledged as 
security for declarant’s note shall not 
be sold except at a bona fide sale by or 
on behalf of the pledgee, or its suc- 
cessors or assigns, to satisfy said note, 
or by the purchaser at such sale, or by 
his or its successors or assigns. 

3. That the respective exemptions 
hereby granted shall immediately ter- 
minate without further order of this 
Commission if at any time the per- 
tinent authorizations, or any of them, 
of the Public Service Commission of 
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Maryland and/or Corporation Com- 
mission for the commonwealth of Vir- 
ginia shall be revoked or shall other- 
wise terminate ; 

4. That within ten days after the 
issue and sale of such securities and 
within ten days after the consumma- 
tion of the other transactions set forth 
in the applications the declarant and 
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plications as amended and in accord- 
ance with the terms of this order. 

5. That when all expenses incurred 
in connection with the issue and sale 
of the securities and the preparation 
and prosecution of the declaration and 
applications concerned with the present 
transactions shall be actually paid, the 
declarant and applicants shall file a de- 



















tailed statement of such expenses 
showing the names of persons or en- 
tities to whom such payments were 
made, the amounts of such payments, 
the accounts charged, and a detailed 
description of the services rendered 
for which such payments were made. 


applicants shall file with this Commis- 
sion a certificate of notification show- 
ing that the issue and sale of such se- 
curities and the execution of the other 
proposed transactions have been effect- 
ed as set forth in and for the purposes 
represented by the declaration and ap- 
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Tobacco River Power Company 
Vv. 
Public Service Commission et al. 


[No. 7955.] 
(— Mont —, 98 P(2d) 886.) 
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Valuation, § 36 — Basis for rate making — Prudent investment theory — Present 
value. 
1. The prudent investment theory is not the proper method for determin- 
ing fair value of utility property for rate-making purposes, since the statute 
indicates that present fair value of such property should be ascertained 
for that purpose and no specific and exclusive method is prescribed by 
statute, p. 155. 


Return, $ 50 — Confiscation. 
2. The Commission cannot fix utility rates so low as to result in the taking 
of property without just compensation to the owner, p. 155. 





Rates, § 120 — Reasonableness. 
3. Rates charged by a public utility must be just and reasonable, p. 155. 


Return, § 15 — Reasonableness. 
4. The return to a public utility on its investment and for service rendered 
must be fair, just, and reasonable, p. 155. 
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Valuation, § 21 — Method for ascertaining rate base — Limitations. 
5. Neither the Commission nor the public utility is limited to any particular 
method of determining fair value of utility property for rate-making pur- 
poses, except that it must be done under proper legal procedure and re- 
strictions, p. 156. 


Valuation, § 39 — Reproduction cost new — Evidence. 
6. A court may properly allow evidence of cost of reproduction new less 
depreciation as evidence of value of utility property for rate-making 
purposes in a suit to enjoin enforcement of a Commission order reducing 
electric rates, p. 156. 


Valuation, § 22 — Court review — Evidence of changes. 
7. The court hearing a suit to enjoin enforcement of a Commission order 
reducing electric rates properly considered changes in valuation of the 
utility between the date of the hearing before the Commission and the 
date of this action, and the Commission should have considered such evi- 
dence when the court referred the matter to it under Revised Codes, § 3906, 
p. 156. 


Valuation, § 26 — Court review — Equipment acquired after rate order. 
8. The court, in a suit to enjoin enforcement of a Commission order reduc- 
ing electric rates, properly considered the value of a Diesel engine, used 
by the utility in the production of electricity, which was purchased subse- 
quent to the hearing before the Commission but prior to this trial, in de- 
termining the fair value of the utility property for rate-making purposes, 


p. 157. 
Valuation, § 221 — Factors considered — Waiter rights. 


9. A water right which is part of the production system of an electric com- 
pany is properly considered in determining the fair value of utility property 
for rate-making purposes, p. 157. 


Valuation, § 409 — Evidence — Expert testimony. 
10. The court, in a suit to enjoin a Commission order reducing electric 
rates, properly allowed a public accountant and auditor, who had set up 
the bookkeeping system of the utility and was familiar with its books, re- 
ports, and accounts, as well as its property, to testify as to the value of 
such property, p. 158. 


Appeal and review, § 56 — Reversible error — Exclusion of evidence. 


11. Exclusion by the trial court of proposed testimony by an auditor of the 
Commission and other witnesses relating directly to the value of utility 
property is reversible error in a suit to enjoin a Commission order re- 
ducing rates; even though part of the proposed evidence appears to have 
little value, this weakness goes to its weight rather than admissibility, p. 


158. 


Appeal and review, § 67 — Reversal and remand — Consideration of new evidence. 


12. The ends of justice will best be served by a new hearing with oppor- 
tunity thereafter for the Commission to review all different or additional 
evidence and make an appropriate order, where an appellant Commission, 
through misapprehension of procedure not previously before the appellate 
court for interpretation, proceeded in an improper manner when the tran- 
script of the evidence was sent to it by a trial court reviewing a Com- 
mission order reducing rates, p. 158. 
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TOBACCO RIVER POWER CO. v. PUBLIC SERVICE COMMISSION 


Service, § 320 — Facilities — Electric utility — Telephone. 
13. The Commission did not abuse its discretion in ordering an electric 
company to install a telephone as part of its service to its customers, where 
the evidence showed that the telephone service was necessary for the con- 
venience of the customers, p. 159. 

Valuation, § 91 — Accrued depreciation — Necessity of deduction. 
14. In determining the reproduction cost of utility property in connection 
with the ascertainment of value for rate-making purposes, the amount of 
the existing depreciation of plant and equipment must be ascertained and 
deducted from the cost of reproducing them new, although they are pres- 
ently capable of rendering substantially the same service as if new, and 
although the effect of depreciation may be neutralized by adequate upkeep 
and reasonable replacements, p. 159. 


Valuation, § 83 — Accrued depreciation — Obsolescence. 
15. Deduction should be made not merely for physical deterioration but 
also for obsolescence in determining present fair value for rate-making 
purposes; but future depreciation cannot be taken into account, p. 159. 


Valuation, § 96 — Accrued depreciation — Physical condition. 
16. The amount to be deducted for depreciation should be determined by 
a careful consideration of the actual facts respecting the physical condition 
of the particular property under consideration, p. 159. 


Valuation, § 96 — Accrued depreciation — Deduction from reproduction cost — 
Service value. 
17. The amount to be deducted from cost of reproduction new for depre- 
ciation of utility property, in ascertaining value for rate-making purposes, 
should be determined by the actual reproduction value of the property in 
question and not by its service value, p. 159. 


Valuation, $ 101 — Accrued depreciation — Inspection method. 
18. Accrued depreciation of utility property should be ascertained by actual 
inspection or examination of the property, especially where the age of the 
various items of property is different or the depreciation is wanting in uni- 
formity, and such method of determination is preferable to calculations or 
estimates based merely upon probabilities; but the ultimate determination 
must, to some extent, involve estimates and opinions, p. 159. 


Valuation, § 102 — Accrued depreciation — Straight-line or percentage standard 
— Age of property — Probable life. 
19. Resort to the so-called straight-line or percentage standard, which is 
based upon the age of the property in question and its probable life and 
usefulness, is proper in determining accrued depreciation to the extent that 
estimates and opinions based upon probabilities are involved, p. 159. 


Valuation, § 104 — Accrued depreciation — Reserve as measure. 


20. Depreciation is not to be measured by the amount of a depreciation 
reserve fund set up by a utility, but the maintenance of such a fund in an 
amount greater than the depreciation claimed by the utility constitutes an 
admission against interest, which has more evidentiary value than estimates 
of experts, although not irrevocably binding upon the utility, p. 159. 


Depreciation, § 26 — Right to allowance — Effect of reserve accumulated. 
21. An annual allowance for depreciation should not be reduced or practi- 
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cally eliminated because of an excessive depreciation reserve accumulated, 


p. 160. 


[January 5, 1940. Rehearing denied February 14, 1940.] 


; ewe from judgment for plaintiff in suit to enjoin en- 
forcement of Commission order reducing electric rates; 
reversed in part and remanded with directions. 


APPEARANCES: John W. Bonner, 
of Helena, for appellants; E. G. 
Toomey, of Helena, and Grubb & 
Rockwood, of Kalispell, for respond- 
ent. 


ARNOLD, J.: The respondent To- 
bacco River Power Company is a small 
utility corporation furnishing electri- 
cal energy for residents of the town 
of Eureka, Lincoln county, Montana, 
there being about 225 customers in 
the town. On May 27, 1930, a sched- 
ule of rates, filed by the utility compa- 
ny, was approved by the Montana 
Public Service Commission. On 
April 17, 1936, a hearing was had by 
the appellant Public Service Commis- 
sion to determine the reasonableness 
of the rates then in effect. The re- 
spondent appeared and offered evi- 
dence as to the reasonableness of the 
rates. On July 7, 1936, the appellant 
made a report and order substantially 
reducing the rates, and also ordering 
the respondent to install a telephone 
as part of its service to its customers. 
Respondent, being dissatisfied with the 
order of the Commission, filed its com- 
plaint in the district court of Lincoln 
county, asking for an injunction pen- 
dente lite enjoining the appellant from 
enforcing the order of reduction and 
that upon final hearing of the cause the 
injunction be made permanent. The 
court issued the injunction prayed for, 
and the amounts representing the dif- 
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ference between the prevailing and re- 


duced rates have since been deposited | 


with the clerk of the district court of 
Lincoln county. 

On May 24, 1938, the court on its 
own motion set the cause for hearing, 
Both parties appeared and offered evi- 
dence. After the hearing was con- 
cluded the court, pursuant to § 3906, 
Revised Codes, as amended by Chap. 
56, Laws of 1937, caused to be trans- 
mitted to appellant a transcript of the 
testimony, and thereafter, on Novem- 
ber 29, 1938, appellant advised the 
court that it would not modify, alter, 
amend or rescind the order from 
which the respondent took its appeal. 
Accordingly, on December 20, 1938, 
the court found all issues in favor of 
the respondent and entered its judg- 
ment and decree. From that judg- 
ment this appeal is prosecuted, the ap- 
pellant asking that this court uphold 
the order of the Public Service Com- 
mission, or that the judgment be re- 
versed so that all relevant evidence be 
received in order that the trial court be 
properly guided in determining wheth- 
er or not the order of the Commission 
is reasonable or unreasonable. 

The appellant assigns certain errors 
on the part of the trial court, which we 
shall take up in the order specified. 
First, that the evidence was insufficient 
to authorize the court to determine 
the value of the utility in order to de- 
termine whether or not. the order of 
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TOBACCO RIVER POWER CO. v. 


the Public Service Commission com- 
plained of was unlawful or unreason- 
able. It is the appellant’s contention 
that the court relied solely on what 
is known as the reproduction cost less 
depreciation theory in determining the 
fair value of the utility for rate-mak- 
ing purposes. In this respect the court 
found that the value of the utility was 
in excess of $40,000. From the evi- 
dence introduced it is not possible for 
us to say that the court excluded con- 
sideration of other evidence and meth- 
ods for determining value. 

[1] The appellant contends strong- 
ly for the prudent investment theory 
as the proper method for determining 
fair value of the utility, and cites 
numerous magazine articles written by 
economists and dissenting opinions of 
various Federal court judges in sup- 
port of its contentions. Its position 
is untenable, if regarded as an exclu- 
sive method, as we believe that § 3884, 
infra, indicates that present fair value 
of the utility should be ascertained for 
the purpose of rate making. 

No specific and exclusive method 
for determining value is mentioned in 
the Montana Code. Section 3884, 
Revised Codes, reads as follows: ““The 
Commission may, in its discretion, in- 
vestigate and ascertain the value of 
the property of every public utility ac- 
tually used and useful for the con- 
venience of the public. In making 
such investigation the Commission 
may avail itself of all information 
contained in the assessment rolls of 
various counties, and the public rec- 
ords of the various branches of the 
state government, or any other infor- 
mation obtainable, and the Commis- 
sion may at any time of its own initia- 
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tive make a revaluation of such prop- 
erty.” 

[2] The power of the state in reg- 
ulating utility companies is very simi- 
lar to the power of the state in emi- 
nent domain proceedings. Under the 
power of eminent domain a state may 
condemn and acquire private property 
for public use, but before doing so 
must compensate the owner. In oth- 
er words, must make him whole, 
which merely means that it pays him 
the value of the property which is con- 
demned and taken. In exercising its 
power of regulating rates of a utility 
company it appraises the value of the 
property, determines from evidence 
the cost and expense of operating the 
utility, allows for depreciation and 
fair return on investment, and there- 
upon fixes rates for service to be ren- 
dered, which in effect is a restriction 
on the use, enjoyment, and profits 
which the owner of the utility may 
have. In effect, the order of the Pub- 
lic Service Commission limits and reg- 
ulates the use of the property so far 
as profit is concerned and quality of 
service rendered, but leaves the man- 
agement of the business in private 
hands with the attendant obligations 
of rendering service, meeting costs of 
operation and exaction of government 
in the way of taxes. The Commis- 
sion cannot under the law fix rates 
so low as to result in taking of prop- 
erty without just compensation to the 
owner. 

[3,4] The law is well settled in all 
jurisdictions, including Montana, that 
rates must be just and reasonable, and 
likewise the return to the utility com- 
pany on its investment and for service 
rendered must be fair, just, and rea- 
sonable. Great Northern Utilities Co. 


155 33 PUR(NS) 





MONTANA SUPREME COURT 


v. Public Service Commission, 88 
Mont 180, PUR1930E 134, 293 Pac 
294; Minnesota Rate Cases (1913) 
230 US 352, 57 L.ed 1511, 33 S Ct 
729, 48 LRA(NS) 1151, Ann Cas 
1916A 18; Smyth v. Ames (1898) 
169 US 466, 42 Led 819, 18 S Ct 418. 
No great difficulty should be expe- 
rienced in determining fair value of 
the property of the utility company and 
just and reasonable rates which may 
be charged if both parties to a pro- 
ceeding to determine the ultimate facts 
are candid, reasonable, and fair with 
each other. 

[5] It is observed from § 3884, su- 
pra, that considerable latitude is al- 
lowed the Public Service Commission 
in determining value. Neither the 
Public Service Commission nor the 
utility company is limited to or bound 
by any particular method in arriving 
at the solution of the question of val- 
ue. It must be borne in mind always 
that the ultimate fact to be determined 
is value upon which rates are based, 
which must of course be done under 
proper legal procedure and restric- 
tions. 

[6] The cost of reproduction new, 
less depreciation, is usually regarded 
as one of the most important, if not 
the dominant, factor, in the determi- 
nation of value. 51 CJ 17. Under 
the section of the Montana Code just 
cited, assessment rolls are likewise ad- 
missible as evidence of value, but of 
course are not exclusive. When the 
state condemns property of a land- 
owner it frequently resorts to assessed 
valuations as evidence, but more often 
than not the jury will determine dam- 
ages and valuation in excess of that 
set out in the assessment rolls. Origi- 
nal cost, assessment values, cost of re- 
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production new, prudent investment 
theory, public records mentioned in 
§ 3884, supra, and opinions of value 
are all means to an end, namely the F 
determination of value. We can find 7 
no error in the procedure of the court [ 
in allowing evidence of cost of repro- | 
duction new, less depreciation, to be | 
admitted as evidence of value. : 
[7] The next assignment of error | 
is that the court erred in determining [ 
the value of the utility on the date of 
the trial, rather than on the date the 
Commission issued the order com- 
plained of. On April 17, 1936, the 
appellant took evidence of the reason- 
ableness of the rates, and the trial on 
the appeal from its order took place on 
May 24, 1938. On account of the 
long period of time intervening it is 
important that this question be settled, 
as considerable change could, and did, 
take place within that period of time. 
Section 3906, Revised Codes, as 
amended by Chap. 56, Laws of 1937, 
reads in part as follows: “If, upon 
the trial of such action, evidence shall 
be introduced by the plaintiff which is 
found by the court to be different from 
that offered upon the hearing before 
the Commission, or additional there- 
to, the court, before proceeding to ren- 
der judgment, unless the parties to 
such action stipulate in writing to the 
contrary, shall transmit a copy of such 
evidence to the Commission, and shall 
stay further proceedings in said action 
for fifteen days from the date of such 
transmission. Upon receipt of such 
evidence, the Commission shall con- 
sider the same, and may modify, 
amend, or rescind its order relating to 
such rate or rates, fares, charges, clas- 
sifications, joint rate or rates, regula- 
tion, practice, or service complained of 
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in said action, and shall report its ac- 
tion thereon to said court within ten 
days from the receipt of such evidence. 

“If the Commission shall rescind its 
order complained of, the action shall 
be dismissed ; if it shall alter, modify, 
or amend the same, such altered, modi- 
fied, or amended order shall take the 
place of the original order complained 
of, and judgment shall be rendered 
thereon, as though made by the Com- 
mission in the first instance. If the 
original order shall not be rescinded 
or changed by the Commission, judg- 
ment shall be rendered upon such orig- 
inal order.” 

It is thus seen that evidence differ- 
ent from that offered upon the hearing 
before the Commission, or additional 
thereto, may properly be offered upon 
the trial. This certainly would admit 
all evidence of any change in valua- 
tions, additions to a plant, or any oth- 
er evidence that might affect the de- 
termination of the question whether 
the order of the Commission was un- 
lawful or unreasonable. This is fur- 
ther borne out by the fact that the 
court, before proceeding to render 
judgment, is directed to transmit a 
copy of such evidence to the Commis- 
sion for its further consideration, 
whereupon it might modify, amend, 
or rescind its order relating to rates, 
ete. 

An order of a Commission relating 
to rates or service may be based upon 
some deficiency of the utility company 
which might be supplied between the 
date of the hearing before the Public 
Service Commission and the date of 
trial before the district court, which 
should, of course, be considered by the 
Commission when the matter is re- 
ferred to it by the court. It is not 
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inconceivable that after a hearing be- 
fore the Public Service Commission 
and before a trial on appeal to the dis- 
trict court, through the enactment of 
new or extension of old law, enor- 
mous increase in the exactions of gov- 
ernment may take place through capi- 
tal levies, payroll taxes, social security 
taxes, unemployment and industrial 
accident assessments. Thus the dis- 
trict court may receive a different view 
of the questions presented on appeal, 
the evidence relating to which the law 
requires it shall transmit to the Com- 
mission for its further consideration, 
before judgment is entered. The law 
seeks to avoid a multiplicity of hear- 
ings and suits, eliminate expense and 
permit a determination of the ques- 
tions at issue in a fair and prompt 
manner. The question of determin- 
ing values and rates is not a matter of 
catch as catch can, but should be en- 
tered into by both parties to the pro- 
ceeding honestly and fairly. 

We conclude that the district court 
did not err in considering changes 
which took place in valuation of the 
utility company between the date of 
the hearing before the Public Service 
Commission and the date of the trial 
before it, and that the Public Service 
Commission should have considered 
such evidence when the district court 
referred the matter to the Commission. 

[8,9] The next specification of er- 
ror relates to alleged illegal items which 
the court considered as constituting 
value of the utility, and refers to the 
purchase of a Diesel engine which the 
utility used in the production of elec- 
tricity. The purchase of the engine 
was made after the hearing before the 
Public Service Commission and before 
the trial in the district court, the cost 


33 PUR(NS) 








being several thousand dollars. For 
the reason stated above, there was no 
error on the part of the court in con- 
sidering the value of this item. The 
court likewise considered the value of 
the water right. This being part of 
the production system of the utility 
company, it was a proper item of value 
to be considered. 

[10] The next specification of error 
relates to testimony of the witness Fer- 
ris on the ground that he was not 
qualified. It was shown that Ferris 
was a public accountant and auditor 
who had set up the bookkeeping sys- 
tem of the respondent and who was 
familiar with the plant, its books, re- 
ports and accounts, as well as its prop- 
erty. We find no error in allowing 
him to testify. 

[11] The next specification of error 
relates to the refusal of the court to 
permit witnesses on the part of appel- 
lant to testify, namely Harlan, an au- 
ditor of the Public Service Commis- 
sion, who had accounting and utility 
accounting experience, and one Scott 
and Kuchan. The testimony of these 
witnesses, it would appear from the 
offer of proof, would be similar to 
that of the witness Ferris and should 
have been admitted. We believe the 
court committed reversible error in re- 
fusing the admission of the proposed 
evidence from these witnesses, as 
their proposed testimony relates di- 
rectly to value of the respondent’s 
property. While part of the proposed 
evidence from these witnesses appears 
to have little value, yet this weakness 
goes to its weight rather than admissi- 
bility. Respondent contends that re- 
fusal to admit this offer would at most 
be harmless error, as the valuations 
the witnesses placed on the property 
33 PUR(NS) 
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would still not permit a return, under 
the new rates, sufficient to meet oper- 
ating costs, let alone return on invest- 
ment. If this result were shown to 
exist after proper procedure on the 
part of the Commission, we would be 
constrained to agree with respondent. 
As pointed out heretofore, the Com- 
mission, through misconstruction of 
the law, did not proceed properly, aft- 
er the transcript of the evidence was 
sent to it by the trial court. One of 
the purposes of requiring the trial 
court to transmit, before judgment, 
different or additional evidence to the 
Commission is to afford the Commis- 
sion an opportunity to correct its er- 
rors, as courts do not possess the pow- 
er to fix rates. Upon such transmis- 
sion the Commission may “modify, 
amend, or rescind its order relating to 
such rates.”’ Thus, while the evidence 
before the trial court might show 
rates to be unlawful or unreasonable, 
a modification of the Commission’s 
order might save the work done by 
the Commission and trial court, ob- 
viate a new hearing, and prevent in- 
justice which would result from re- 
leasing all moneys impounded, pend- 
ing the hearing. 

[12] There was unreasonable delay 
on the part of the parties to this cause, 
in bringing it on for trial in the dis- 
trict court. The law requires that such 
matters be promptly disposed of, and 
they are given preference on the calen- 
dar. In this particular instance, where 
the appellant Commission, through 
misapprehension of procedure not pre- 
viously before this court for interpre- 
tation, proceeded in an improper man- 
ner, we believe the ends of justice will 
best be served by a new hearing, with 
opportunity thereafter for the Com- 
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mission to review all different or ad- 
ditional evidence and make an appro- 
priate order. 

[13] The next specification of er- 
ror is to the effect that the court erred 
in deciding the telephone ordered in- 
stalled by the Commission was not 
necessary in order to give service to 
patrons of the utility. The appellant 
does not seem to have abused its dis- 
cretion in ordering this service. The 
evidence apparently supports the order 
that telephone service is necessary for 
the convenience of the customers, and 
at least does not show that the Com- 
mission’s order was unlawful or un- 
reasonable. 

[14-20] The last specification of 
error is that the court erred in con- 
sidering evidence as to depreciation 
because of the manner in which depre- 
ciation funds were used by the utility. 
The question of depreciation, its 
amount and method of ascertainment, 
seems to be a rather troublesome one 
in proceedings of this nature. The 
rules which appear to be followed in 
most jurisdictions, including Mon- 
tana, are set out in 51 CJ 19, as fol- 
lows: 

“Where, in connection with the as- 
certainment of the present fair value 
of the property of a public utility, its 
reproduction cost is to be determined, 
the extent of the existing depreciation 
of plant and equipment must be ascer- 
tained and deducted from the cost of 
reproducing them new, notwithstand- 
ing they are presently capable of ren- 
dering substantially the same service 
as if new, and even though the effect 
of depreciation may be neutralized by 
adequate upkeep and reasonable re- 
placements. Deductions should be 
made not merely for physical deterio- 
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ration, such as wear, decay, and de- 
preciation, but also for obsolescence. 
Future depreciation is, of course, not 
to be taken into account. 

“The amount to be deducted from 
the cost of reproduction new for de- 
preciation is not controlled by any the- 
oretical rule or measure, but should 
be determined by a careful considera- 
tion of the actual facts, respecting the 
physical condition of the particular 
property under consideration. The 
amount to be deducted should be de- 
termined by the actual reproduction 
value of the property in question, and 
not by its service value, that is, the 
relative usefulness in service of the 
particular item or appliance at the time 
to which the inquiry relates as com- 
pared to a new item or appliance of 
the same kind. The accrued depreci- 
ation should be ascertained, where 
possible, by actual inspection or ex- 
amination of the property, especially 
where the age of the various items of 
the property is different or the depre- 
ciation is wanting in uniformity, and 
such method of determination is al- 
ways preferable to calculations or es- 
timates based merely upon probabili- 
ties; but at best the ultimate determi- 
nation must, to some extent, involve 
estimates and opinions, and in many 
particulars nothing better than esti- 
mated averages, based upon probabili- 
ties, is available. Accordingly, as to 
such matters it is proper to resort to 
the so-called ‘straight-line’ or percent- 
age standard, which is based upon the 
age of the property in question and its 
probable life and usefulness, and as- 
sumes the accrual of depreciation at a 
uniform rate over the entire period. 
The so-called ‘curved line’ rule, which 
assumes that depreciation accrues 
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slowly at first and more rapidly toward 
the end of the life of the property, is 
even more purely theoretical than the 
‘straight-line’ method, and according- 
ly is not ordinarily to be adopted. 


“Depreciation is not to be measured 
by the amount of a depreciation re- 
serve fund set up by the utility, since 
it does not represent actual deprecia- 
tion, but only what observation and 
experience suggest is likely to accrue, 
with some margin over. However, the 
maintenance of such a fund in an 
amount greater than the depreciation 
claimed by the utility at the time of the 
inquiry constitutes an admission 
against interest, which, although not 
irrevocably binding upon the utility, 
has more evidentiary value than mere 
estimates of outside experts.” 

[21] We observe that the appellant 
Commission’s witness Burke disre- 


garded the straight line or percentage 
standard for determining deprecia- 
tion, and also apparently disregard- 


ed the customary procedure for 
determining depreciation as set out in 
the rules of the Public Service Com- 
mission. He believed that because an 
annual charge had been allowed to ac- 
cumulate on the books as depreciation 
to the extent of about $16,000, it was 
ground for reducing or practically 
eliminating the depreciation allow- 
ance. This, of course, is not the cor- 
rect rule. See “Depreciation Reserve,” 
supra, in 51 CJ. However, the Pub- 
lic Service Commission allowed $1,000 


per year to the utility company for | 
depreciation. We cannot say as a mat- § 
ter of law, or from the evidence at the | 
trial, that this figure is too low; but, | 
of course, the matter should have been 7 
reconsidered in the light of additional | 
and different testimony offered at the © 
trial, which apparently the Public | 
Service Commission disregarded. ‘ 

In view of the errors occurring at 
the trial on the part of the court and 
the refusal of the Public Service Com- 
mission to give due consideration to 
the testimony adduced thereat upon 
receiving a transcript of the evidence 
from the court, it will be necessary to 
have a rehearing of at least some of 
the issues involved in this proceeding. 


The judgment is reversed except as 
to the order of the Public Service Com- 
mission relating to the installation of 
the telephone, wherein it is ordered 
that the respondent comply therewith, 
and the cause is remanded to the dis- 
trict court with directions to hear the 
evidence indicated in this opinion, and 
such additional evidence as may be 
pertinent to the issues herein, and 
thereafter to comply with § 3906, Re- 
vised Codes 1935, as amended by 
Chap. 56, Laws of 1937. Each party 
to this proceeding shall pay its own 
costs on appeal. 


Johnson, C. J., Morris, and Erick- 
son, JJ., and McKinnon, D. J., sitting 
in place of Angstman, J., disqualified, 
concur. 
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RE HAWAIIAN ELECTRIC CO., LTD. 







HAWAII PUBLIC UTILITIES COMMISSION 


Re Hawanan Electric Company, Limited 





[Docket No. 561, Decision No. 47, Order No. 327.] 





Valuation, § 122 — Overhead charges — Items charged to operation. 
1. Overhead charges which, excepting interest during construction, were 
charged to operating expenses at the time they were incurred, instead of 
being charged to capital, should not at a later date find their way into the 
rate base, p. 165. 


Valuation, § 30 — Rate base determination — Investment and reproduction cost 
measures. 
2. The difference between investment and reproduction cost should not find 
its way into the rate base, p. 167. 


Valuation, § 32 — Rate base determination — Reproduction cost — Historical cost. 


3. Historical cost is to an extent a more reliable measure of a significant 
reproduction cost than “spot” reproduction cost estimates, p. 168. 


Valuation, § 39 — Rate base determination — Reproduction cost measure. 


4. The matter of reproduction cost must be considered and given proper 
weight in determining the rate base, p. 168. 


Valuation, § 27 — Rate base determination — Factors considered. 
5. Due consideration is given to original cost, historical cost and evidence 
as to reproduction cost, together with other factors, in determining the 
rate base, p. 168. 


Valuation, § 104 — Accrued depreciation — Book reserve as measure. 
6. The full amount of the book reserve for depreciation cannot legally 


be deducted to determine depreciated value even though excessive charges 
have been made to operating expenses in the past for depreciation, p. 169. 


Valuation, § 97 — Accrued depreciation — Relation to annual charge. 
7. Deduction from value new to determine present value should be the 
amount of accrued depreciation determined in a manner consistent with 
the basis on which the annual charge for depreciation allowed as an op- 
erating expense is determined, p. 169. 


Depreciation, § 32 — Straight-line or sinking-fund method. 
8. The 5 per cent sinking-fund method of depreciation may properly be 
used rather than the straight-line method when preferred by the utility 
company, since both theories provide for the recovery of the service value 
over the life of the property and, if consistently applied with respect to both 
accrued and annual depreciation, there is for normal properties but little 
difference in the amount required at any particular time for depreciation 
and allowable return combined, p. 169. 

Valuation, § 100 — Accrued depreciation — Age-life method. 
9. The deduction for accrued depreciation should be the reserve applicable 
to the property in service based on the age of the existing property in rela- 
tion to the anticipated life of that property, p. 169. 
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Accounting, § 19 — Customer contributions — Amortization. 
10. Amortization of customer contributions over a period of years, in equal | 
annual instalments, to nonoperating income is not in accordance with good 
rate-making procedure, p. 171. : 


Accounting, § 19 — Customer contributions — Depreciation. 


11. Contributions in aid of construction may properly be handled by | 
charging all new construction to the appropriate property account without 7 
reference to the source of the funds; then computing annual depreciation in | 
the first instance against all property in service, including contributed prop- 7 
erty, and offsetting the depreciation computed against contributed property 7 
by amortizing to depreciation reserve (over a period approximately equiva- 7 
lent to the estimated service life of the property constructed out of con- 7 
tributions) the amount of each year’s contributions credited in that year | 
to the contributions account; and then deducting the total amount of the 
amortization in each calendar year from the computed amount of annual § 
depreciation for that year, so as to make the balance the charge to operating [7 
expenses for depreciation; after which all retirements of property would | 
then be charged to depreciation reserve, p. 171. 


Valuation, § 250 — Customer contributions — Deduction. 


12. Deduction from the rate base should be made on account of cus- : 
tomer contributions to the extent that such contributions have not been P 
amortized in connection with provisions for depreciation, p. 171. . 


Valuation, § 251 — Customers’ advances — Deduction. 


13. The unrefunded balance of customers’ advances for construction should i 
be deducted from the rate base, p. 171. 5 


Valuation, § 289 — Working capital. 
14. The amount of working capital to which a utility is entitled as a part of | 
the rate base is an amount representing the extent to which the investors’ | 
money is tied up in operating expenses and in materials and supplies re- 7 
quired for operation, plus necessary prepayments and working funds, in- 7 
cluding a reasonable amount to be maintained as a bank balance, p. 173. 


Rates, § 196 — Unit for rate making — Merchandising operations. 
15. Merchandise operations of an electric company were treated as a part | 
of its utility business in a rate proceeding, p. 173. 
Valuation, § 304 — Working capital — Merchandise. 
16. Working capital should be allowed for merchandising operations when 
such operations are treated as a part of the utility business, p. 173. ; 
Valuation, § 332 — Going value. 


17. Fair value for rate-making purposes is taken into consideration and | 
full allowance is made for the fact that the property is a going concern | 
with customers attached and in successful operation and earning a return, © 
without any separate allowance for going value, p. 174. 


Depreciation, § 26 — Annual charge — Consistency with accrued depreciation. 


18. The theory applied in determining the annual charge to be allowed for [ 
depreciation should be consistent with the manner in which the deduction § 
from the rate base on account of accrued depreciation is determined ,p. 
174. 
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Depreciation, § 27 — Basis — Vehicles and equipment — Charges to other account. 
19. Deduction should be made from the annual depreciation expense com- 
pute.’ on the property as a whole to offset depreciation charges on vehicles 
and other equipment which is charged to clearing accounts so that the 
amount of depreciation in these accounts is included among other operating 
expenses, p. 175. 


Depreciation, § 13 — Basis — Customer contributions. 


20. Depreciation computed against property constructed out of contribu- 
tions should not be charged to consumers as an operating expense, but 
should be provided by a charge to the account for contributions in aid of 
construction, p. 175. 


Depreciation, § 14 — Basis — Historical cost. 


21. Rates of depreciation based on the lives and salvage value estimated 
for property should be charged on the historical cost of existing property 
and the cost of additions until such time as a change may be ordered or 
authorized by the Commission, p. 175. 


Expenses, § 91 — Rate case expense — Resistance to proper rate deduction. 
22. Rate case expense is legally to be allowed even when the expense is 
incurred in resisting a rate reduction which is later shown to be justified, 
p. 175. 
Expenses, § 92 — Rate case expense — Amortization. 
23. Rate case expenses were amortized over a period of ten years, p. 175. 
Return, § 87 — Electric utility. 
24. Electric rates were determined at a level which would have returned 
64 per cent on the average of the rate bases for the beginning and end of 
the previous year, subject to future modifications, without making a find- 
ing as to a fair rate of return, p. 176. 


[February 19, 1940; March 18, 1940.] 


I NVESTIGATION of electric rates ; rate reductions ordered. 


¥ 


By the Commission: This pro- the company’s utility property assets, 


ceeding was initiated by resolutions 
passed by the Commission on April 
12, 1935, and December 9, 1937, in 
which it was, among other things, 
resolved : 

“That an investigation into the af- 
fairs of the Hawaiian Electric Com- 
pany, Limited, be undertaken by this 
Commission, such investigation to em- 
brace all matters relevant to the fixing 
of rates, classifications, rules, and 
practices ; said investigation to include, 
among other things, the ascertaining 
of a fair and reasonable value of 
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used and useful in the supplying of 
electrical energy to the public of the 
Island of Oahu; the establishing of a 
fair rate of return and an analysis and 
study of the company’s revenues and 
all expenses, and allocations thereof 
which are justly applicable to the util- 
ity department operations, “4 
During the five years which have 
elapsed since the original resolution 
the Commission proceeded with the in- 
vestigation which was interrupted for 
a time by lack of funds. Early in 
1939, funds meantime having become 
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available, Mr. William A. Dittmer was 
engaged to supervise the completion of 
the investigation and arrived here on 
May 3rd, since which time he has been 
steadily at work on the investigation. 
In July, 1939, Mr. Carl I. Wheat also 
spent several weeks here as consultant, 
more particularly on the legal matters 
involved. 

On November 13, 1939, the Com- 
mission, by resolution, set a public 
hearing for November 28th. Notice 
thereof was served on the company 
and publication made in the newspa- 
pers as required by law. 

At the hearing on November 28th, 
counsel for the company attacked the 
sufficiency of the notice given and 
asked a postponement of at least two 
weeks for further time to study a 
report on the affairs of the Hawaiian 
Electric Company, Limited, which had 
been prepared by Mr. Dittmer and the 
regular members of the Commission’s 
staff. Counsel for the company stat- 
ed that he would waive any defect on 
account of notice, if the hearing was 
postponed to December 13, 1939. The 
hearing was thereupon adjourned to 
December 13, 1939. At this hearing, 
in addition to copies of the resolutions 
and of notice and publication, there 
was introduced in evidence as Exhibit 
1 a “Report on the Affairs of the 
Hawaiian Electric Company” which 
had been prepared by the Commis- 
sion’s staff, together with testimony by 
three witnesses who gave very brief 
summaries of the contents of the sev- 
eral sections of the report and stated 
the sources of the figures used in the 
report. 

Meantime, representatives of the 
company had met with representatives 
of the Commission and the essentials 
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of rate base, depreciation, amount of 
rate reduction, and rate schedules, as 
proposed by the Commission, had been 
substantially agreed to by the com- 
pany, all as set forth in a statement of 
some length made at the hearing by 
the chairman. 

This decision is intended to set forth 
the reasoning and conclusions of the 
Commission which led it, on the basis 
of information supplied by the staff 
and now embodied in Exhibit 1, to 
suggest, at the company’s request, a 
basis of settlement, the acceptance of 
which, with some relatively unimpor- 
tant modifications, has resulted in an 
immediate and substantial reduction in 
rates, and avoidance of the expense of 
long drawn-out hearings. 

Substantially all of the evidence as 
to the facts is contained in Exhibit 1, 
entitled ‘“Report on the Affairs of the 
Hawaiian Electric Company, Limit- 
ed,” a volume of 310 pages composed 
of a large number of tables and charts 
together with explanatory text. 

Section I—History and Develop- 
ment—shows that the company was 
organized in 1891 and has grown con- 
tinuously and consistently to the pres- 
ent time. 

Section II]—Financial Data—con- 
tains text and tables which show the 
earnings and other financial data from 
the inception of the company, together 
with detailed balance sheet and income 
accounts for the last five years. This 
evidence shows that the company’s 
earnings have increased steadily mak- 
ing possible the payment of cash divi- 
dends of not less than 6 per cent on 
its stock in every year since 1901, and, 
in addition thereto, several substantial 
stock dividends. The average cash 
dividend for the 46-year period from 
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1893 to 1938 was 8.64 per cent, and 
if stock dividends are included, the 
percentage is 12.77 per cent. 
@ Book Cost—The book cost of the 
utility property of the company as of 
B December 31, 1938, as shown by the 
W balance sheet of that date, was $14,- 
4 960,307.15. 
@ Section I1I—Jnventory—shows 
that the company made a physical in- 
| ventory of its property, in part as of 
: June 30, 1933, and in part as of De- 
A cember 31, 1934, which inventory was 
| checked by members of the Commis- 
Ysion’s staff and found to be a sub- 
| stantially accurate list of the property 
J in service at the time. The company’s 
J inventory, with the necessary changes 
Fito bring it down to date, is therefore 
| accepted as correct. 
@ Original Cost—The Commission’s 
staff made a determination of the 
F original cost of the utility property of 
A the company in service at December 
7 31, 1938, in accordance with the prin- 
‘7 ciples stated in the Uniform System of 
‘4 Accounts adopted for electric utilities 
"y by the National Association of Rail- 
J toad and Public Utilities Commission- 


‘Jers. This cost represents, as nearly as 


| the Commission’s staff has been able to 
‘7 ascertain, the actual cost of the prop- 
fyerty as recorded in the company’s 
books at the time of construction. 


4 The initial determination was made as 


| of December 31, 1934, from which 
1] date it was brought down to Decem- 
| ber 31, 1938, by adding the cost of ad- 
4 ditions and deducting the original cost 
7 of retirements made. The original cost 
9 of the utility property of the company 
@ in service at December 31, 1938, as 
thus determined was $14,716,596.99. 

Historical Cost—Section V of Ex- 
hibit 1, includes a detailed statement, 
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largely in the company’s own words, 
of the manner in which the historical 
cost was computed. What was done 
can be stated in a very few words: 
Essentially the company applied to the 
units of property shown in the inven- 
tory the base costs as actually incurred 
and charged on the books, based on a 
detailed analysis of a large part of the 
work orders for the 114-year period 
January 1, 1922, to June 30, 1933. 
As to indirect costs, such as store ex- 
pense, tool expense, transportation, 
and overheads, such as engineering 
and supervision, interest and taxes 
during construction, general and ad- 
ministrative expense, etc., the costs as 
actually charged to work orders were 
ignored and different, and in most 
cases larger, percentages were added 
to the several types of property on the 
basis of what the company now feels 
after a reconsideration of the facts, in 
the light of present knowledge or the- 
ory, might or should have been 
charged at the time. 

[1] Substantially all of the differ- 
ence between the original cost as de- 
termined by the Commission’s staff 
and the historical cost as determined 
by the company is due to the additional 
indirect charges and overheads includ- 
ed in the historical cost. The total 
difference at the end of 1937 was $1,- 
129,717 of which $475,976 was ac- 
counted for by indirect costs and the 
balance of $653,741 by overheads. At 
the end of 1938 the difference had 
diminished slightly to $1,113,963, but 
the record does not furnish a basis for 
making an exact split between indirect 
charges and overheads. The principal 
question is as to the consideration to be 
given to these added charges in the de- 
termination of the rate base. All of 
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the charges now proposed to be cap- 
italized, excepting interest during con- 
struction, were charged to operating 
expenses at the time they were in- 


curred. As late as the year 1937 
the company charged approximately 
$109,000 to operating expense ac- 
counts, which according to the basis 
on which the historical cost determina- 
tion was made should have been 
charged to capital. Had this been 
done, the return in 1937 would have 
been increased by $109,000 over the 
amount actually reported by the com- 
pany for the year. 

There are a number of reasons why 
we feel that these overhead charges 
should not find their way into the rate 
base. 

In the first place, there is a very 
practical consideration. The decision 
as to just what items are to be charged 
to operation and what to construction 
lies in the first instance with the man- 
agement. If the company will not 
abide by the decision of its manage- 
ment, regulation will have to be recast 
so as to function in about the same 
field as management. This would 
lead to a situation that we believe the 
utilities would rather avoid, even at 
the expense of foregoing the return 
which inclusion of the overheads in the 
rate base would bring. 

In the second place, we do not be- 
lieve that past and future investors in 
the enterprises have been, or will be, 
influenced by a hidden surplus accru- 
ing by erroneous charging of over- 
heads The presumption must be that 
the possibility was unrecognized and 
will not be anticipated. This being so, 
it appears entirely unnecessary to al- 
low these overheads as an element of 
sustaining the enterprise. 
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It appears to be the rather general 
practice of state Commissions to dis- 
allow such overheads. 
missions, e.g., New York, Re West- 


Various Com- § 


chester Lighting Co. (1936) 15 PUR | 
(NS) 299, 310; Pennsylvania, Public [ 
Utility Commission v. Duquesne Light | 


Co. (1937) 20 PUR(NS) 1, 10; Iili- 
nois Commerce Commission v. Com- 
monwealth Edison Co. (1936) 15 
PUR(NS) 404; California, Re Los 
Angeles Gas & E. Corp. 38 Cal RCR 
833, PUR1933E, 317, have all taken 
such a position on the general ground 
that to include them would be want- 
ing in equity. The New York Com- 
mission said in the above case “The 
plan has uniformly been rejected.” 


The courts have sustained disallow- 
ances on occasions. 


Natural Gas Co. v. Public Service 
Commission, 95 W Va 557, PUR 
1924D 346, 121 SE 716; Peoples 
Gas Light & Coke Co. v. Slattery 
(1939) — Ill —, 31 PUR(NS) 193, 
25 NE (2d) 482. 


These court decisions contain many 
citations. 


The supreme court of the Territory 
of Hawaii expressed disapproval of 
the idea in speaking on another matter, 
saying “Courts will not extract from 
consumers income upon a sum which 
has already been returned to the com- 
pany as income.” Honolulu Gas Co. 
v. Public Utilities | Commission 


(1935) 33 Haw 487, 510. 


The Supreme Court of the United 
States has never spoken specifically in 
the matter, although it is contended by 
some that some of the court’s deci- 
sions, for instance, Public Utility 
Comrs. v. New York. Teleph. Co. 
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271 US 23, 70 L ed 808, PUR1926C 
740, 46 S Ct 363, indicate the court’s 
requirement that such overheads be in- 
cluded in the rate base. 

These considerations of the prac- 
ticalities and the law in the matter 
have influenced our judgment in the 
finding of a reasonable value new as 
set forth below. 

Section VI—Reproduction Cost— 
No detailed reproduction cost figures 
were submitted for the record. How- 
ever, the company’s historical cost was 
available, broken down to show the 
surviving property by years of instal- 
lation for the separate accounts, and 
Exhibit 1 shows the results of trend- 
ing the historical cost from the years 
of installation to 1938 price levels, and 
to average prices for the 5-year period 
1934-1938, by means of the Lambert 
and Handy (Pacific Division) indexes 
of the costs of electrical construction. 
These indexes are published annually 
by the Engineering News Record and 
are widely accepted as indicators of 
the trend of utility construction costs. 
Certain other computations are also 
shown, but we pass these over. The 
results of applying the indexes re- 
ferred to are as follows: 


Average 

1938 1934-1938 
banibett ~c.ivecexess $16,713,678 $16,172,748 
OT eee ae 18,345,198 16,969,308 


We recognize that these mainland 
indexes are not specifically applicable 
to the utility property of the company. 
On the other hand, we also recognize 
the fact that these indexes give some 
indication in a general way of the 
probable trend of utility construction 
costs as they would be represented in 
a specific reproduction cost appraisal. 

The company had previously made 
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and submitted to the Commission a 
reproduction cost of its property as of 
December 31, 1936, based essentially 
on its historical cost, with the impor- 
tant difference, however, that over- 
heads included in the historical cost at 
approximately 13 per cent were in- 
creased to approximately 19 per cent 
in the reproduction cost. If this re- 
production cost is adjusted to reflect 
13 per cent for overheads and subse- 
quent additions and then trended to 
December 31, 1938, it falls about mid- 
way between the Lambert and Handy 
trended figures. 

While these reproduction cost fig- 
ures are admittedly broad approxima- 
tions, they are probably as good as 
most reproduction cost estimates 
which may claim much more particu- 
larity. We believe that they give an 
indication of the general trend suff- 
cient for the present purposes. 

[2] There are many reasons why, in 
our judgment, the difference between 
investment and _ reproduction cost 
should not find its way into the rate 
base. Some we mention below with- 
out attempt to set forth all of the ob- 
jections, or any of them in detail. 

First there are difficulties of appli- 
cation. The figure will always be an 
estimate and the differences between 
estimates will be difficult to reconcile. 
The determination is both time-con- 
suming and expensive. If reproduc- 
tion cost should be appreciably lower, 
a fully lowered rate base would make 
it difficult to attract new capital as re- 
quired. If reproduction cost becomes 
appreciably higher, it unduly favors 
the investor in equity securities caus- 
ing him to command a disproportion- 
ately high rate of return. We know 
of no way to determine a fair return to 
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investors if their equity increases or 
decreases with a corresponding change 
in reproduction cost. 

In the second place we do not be- 
lieve it necessary to make the allow- 
ance to sustain the enterprise, that is, 
in order to hold investment in the en- 
terprise and to attract new capital as 
required. We believe that the overall 
cost of capital would be reduced rather 
than increased, if the speculative ele- 
ment of a profit or loss with a change 
of price level were eliminated. 

[3] The particular point of view 
taken of the property under review is 
worthy of mention in connection with 
a consideration of reproduction cost. 
We view the property throughout, not 
merely in cross section, but rather 
from the point of view of the economic 
life of the individual units that make 
up the whole. Later in viewing the 
depreciation of property, as for in- 
stance untreated poles, we have con- 
sidered the remaining useful life in 
proportion to the total life, rather than 
computing obsolescence on a basis of 
the greater desirability of fully treated 
poles. This approach tends to call for 
the consideration of the longer period 
over which the property has actually 
been constructed, even from the point 
of view of reproduction cost. In view 
of the change in price levels since 1918 
—up and down with respect to the 
1923-1925 level—and our national ob- 
jective of a stable price level, we be- 
lieve that historical cost is to an extent 
a more reliable measure of a signifi- 
cant reproduction cost than “spot” re- 
production cost estimates. 

Persons who approach the matter 
from an academic and therefore disin- 
terested angle almost universally ap- 
prove the use of investment as against 
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reproduction cost for the rate base. 
The state Commissions and other ad- | 
ministrative bodies likewise lean to- | 


ward investment. 


Representatives of | 


the utilities are more frequently indi- | 
cating a willingness to accept invest- | 
ment, sometimes with certain reserva- | 
tions as to the manner in which the in- | 
vestment is determined, as the base for | 
the time being at least, as has the com- | 


pany in this instance. 


[4] It is our belief however that the | 
decisions of the United States Su- § 


preme Court still require that the mat- 
ter of reproduction cost be considered 
Our judg- § 


and given proper weight. 


a 


as 


ment as to the weight to be given this | 


element has been influenced by consid- 
erations in part set forth above. 

[5] After giving due consideration 
to the original cost of the property, the 
historical cost of the property and the 
evidence as to reproduction cost, and 


other factors set forth in Exhibit 1, | 
it is our conclusion that an amount | 
equivalent to historical cost of $15,- | 
830, 560 may fairly be taken to repre- [ 
sent the value new of the physical | 


property for rate-making purposes as 
of December 31, 1938. This amount 


is definitely higher than we would find 77 
if reproduction cost were not a con- | 
sideration, and, if the law as enunciat- [ 
ed by the courts in the matter or our | 
interpretation thereof should be modi- | 
fied, a redetermination would be in or- © 


der. 

The adoption of the exact amount 
stated, rather than a rounded “judg- 
ment” figure, has many practical ad- 
vantages. The historical cost has been 
computed in detail for all of the ac- 
counts, including the assignment of 
the cost of the surviving property in 
each account to the years of installa- 


168 





SRRPST UR SOT Ne ere ner: eee ais 




















ube hat RA he Rigi 





Co © ste = oS © 


po 


— wee 6 


base. 
or ad- 
n to- 
es of 
indi- 
nvest- | 
serva- 
he in- | 
se for | 
com- | 


at the 
; Su- J 
: mat- fi 
dered J 
judg- 9 
n this | 
onsid- f 


ration | 
y, the § 
id the © 


bit 1, § 


nount | 
$15,- § 
repre- | 
ysical 

ses as | 
nount i 


d find |) 


| CON- & 


nciat- F 


r our | 
modi- | 
in or- | 


nount = 


judg- F 


al ad- § 


s been | ‘ 
7 ing the full amount of the reserve built 


1€ ac- & 


nt of Fj ; 
] penses in the past. 


rty in § 


stalla- Fi 


RE HAWAIIAN ELECTRIC CO., LTD. 


tion. That will make it a relatively 
simple matter to carry complete fig- 
ures forward from year to year by 
adding to the individual accounts the 
cost of additions made, and deducting 
the historical cost of the property re- 
tired. The depreciation applicable to 
the property can be similarly carried 
forward from year to year. 

We therefore find that a reasonable 
value new of the physical property of 
the Hawaiian Electric Company, Lim- 
ited, used and useful in the rendering 
of utility service was $15,830,560 as 
of December 31, 1938. To this we 
have added $10,000 for cost of or- 
ganization and $8,500 for cost of 
franchise, reaching a total value new 
of all property, tangible and intangible, 
of $15,849,060. 

[6, 7] Depreciation—The cost new 
per books of utility property in service 
at December 31, 1938, was $14,960,- 
307.15, against which there was a de- 
preciation reserve of $6,184,795.04. 
The original cost as of the same date 
was $14,716,596.99 against which the 
applicable reserve was $5,941,084.88, 
or 40.37 per cent. Such a high per- 
centage of reserve for an electric prop- 
erty which has been growing rapidly, 
and therefore has much relatively new 
property, is in itself an indication that 
the company has made excessive 


‘| charges to operating expenses in the 


past for depreciation. 

Reasons, paralleling to a large ex- 
tent those for disallowing uncapital- 
ized overheads, could be set forth to 
sustain the reasonableness of deduct- 


up out of charges to operating ex- 
A concept of de- 
preciation as a cost would also call for 


: the deduction of the reserve. 
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However, we feel that the decision 
of the United States Supreme Court in 
Public Utility Comrs. v. New York 
Teleph. Co. 271 US 23, 70 L ed 808, 
PUR1926C, 740, 46 S Ct 363, will 
not permit the deduction of the full 
amount of the book reserve for depre- 
ciation. The amount we have deduct- 
ed from value new to determine pres- 
ent value is the accrued depreciation 
determined in a manner consistent 
with the basis on which the annual 
charge for depreciation allowed as an 
operating expense is determined. 

Leaving out of account the book 
reserve, § IX of Exhibit 1, gives a 
rather full discussion of both accrued 
depreciation, that is, the deduction to 
be made from value new in determin- 
ing present value, and annual depre- 
ciation, that is, the charge to be in- 
cluded in operating expenses in a cur- 
rent year in determining the amount 
available for return on the rate base. 

To us it seems axiomatic that the 
same principles should be applied in 
determining accrued and annual de- 
preciation. The amount that has ac- 
crued up to any particular time is sim- 
ply the cumulation of the amounts 
which have accrued year by year on 
the existing property. 

[8, 9] Practically only two theories 
of depreciation are of any importance 
in the public utility field at the pres- 
ent time, viz., straight line and sinking 
fund (or compound interest). The 
straight-line method is one in which 
the service value of plant (that is, cost 
less net salvage) is spread over its life, 
as nearly as practicable, in equal an- 
nual amounts. The sinking-fund 
method is a procedure whereby an 
annuity is established, which, with 
compound interest at a certain stipulat- 
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ed rate, will equal the service value of 


the plant at its retirement. Under the 
sinking-fund method the depreciation 
charge in any year is not merely the 
annuity, or sinking-fund deposit, but 
also the interest on the reserve. The 
full depreciation charge under the 
sinking-fund method will, therefore, 
not be an equal amount in the several 
years as under the straight-line meth- 
od, but will progressively increase dur- 
ing the life of the unit due to the 
compound interest feature. As a re- 
sult the depreciation reserve will ac- 
cumulate more rapidly under the 
straight-line than under the sinking- 
fund method, and at any particu- 
lar age the straight-line reserve will 
be larger than the sinking-fund re- 
serve. 

No detailed discussion of the ap- 
plication of the two theories will be 
undertaken here. Suffice it to say that 
both theories provide for the recovery 
of the service value over the life of 
the property and that, if consistently 
applied with respect to both accrued 
and annual depreciation, there is for 
normal properties but little difference 
in the amount required at any particu- 
lar time for depreciation and allowable 
return, combined. The following 
table shows the application of the two 
theories to the historical cost of the 
company’s physical property at Decem- 
ber 31, 1938: 


Straight Five Per Cent 














Line Sinking Fund 

COS NGW scssccese $15,830,560 $15,830,560 
Accrued Depreciation 4,025,089 2,776,181 
Cost Less Reserve .. $11,805,471 $13,054,379 
Six Per Cent Return $708,328 $783,263 
Annual Depreciation 483,584 380,662 
Requirement for De- 

preciation and Re- 

ey On eee $1,191,912 $1,163,925 
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Assuming for purposes of illustra- / 
tion a 6 per cent return, it will be seen [ 
that the combined requirement for de- F 


preciation and return under 


the f 


straight-line method is some $30,000 | 


greater as applied to the property as of J 
December 31, 1938, than the similar § 


requirement under the 5 per cent sink- 
ing-fund method. The application of 


the straight-line method would there- | 


fore give a rate reduction in this case 
of $30,000 less than the sinking-fund 
method adopted herein even though 
the rate base would, under that theory, 


be approximately $1,150,000 lower | 


than under the sinking-fund theory. 
The difference arises through the fact 
that the annual depreciation on a 
straight-line basis is approximately 
$103,000 more, whereas the return at 


6 per cent is only $75,000 Icss than that | 


required on the sinking-fund rate base. 

The company has expressed a pref- 
erence for the use of the 5 per cent 
sinking-fund method of depreciation 
and since no inequity apparently re- 
sults therefrom, we are not disposed to 
disagree. However, since this marks 
a change from the previous practices 
of the company which were based on 
the straight-line theory, and since they 
have in the past set up ample deprecia- 


tion to take care of all depreciation 3 


which has accrued to date on existing 
property plus all early retirements 
made in the past, the deduction for 
accrued depreciation should be the re- 
serve applicable to the property in serv- 
ice as of December 31, 1938, based on 
the age of the existing property in rela- 
tion to the anticipated life of that prop- 
erty. 

This matter is discussed on page 174 
of Exhibit 1 and the computation of 
the reserve on that basis is made in 
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Table 38 on pages 107-199. The 5 
per cent sinking-fund reserve appli- 
cable to property in service at Decem- 
ber 31, 1938, is shown to be $2,776,- 
181. We find this amount to be the 
accrued depreciation to be deducted 
from the reasonable value new of the 
physical property found to be $15,- 
830,560 as of December 31, 1938. 

[10-13] Section VIII—Contribu- 
tions—included in the property of the 
company is certain property which has 
been paid for, in whole or in part, by 
advances or contributions from con- 
sumers and, therefore, represents no 
investment on the part of the company. 
These advances or contributions are 
usually required to be made when a 
customer either wants some special 
kind of service connection (for ex- 
ample, underground instead of the 
usual overhead service) or when he 
is located some distance from the com- 
pany’s existing lines. The amounts 
so paid by consumers, if subject to 
possible refund, are carried in Account 
241—“Customers’ Advances for Con- 
struction,” and, if not subject to re- 
fund, they are carried in Account 265 
—‘Contributions in Aid of Construc- 
tion.” When the period during which 
a refund may have to be made on any 
particular advance has expired, the re- 
maining balance, being no longer sub- 
ject to refund, is transferred to Ac- 
count 265. Under the prescribed Sys- 
tem of Accounts no transfers may be 
made out of this account except with 
the approval of the Commission. 

As of December 31, 1938, Account 
241 showed a balance of $35,797.41 
and Account 265 a balance of $116,- 
238.81. Total contributions from 
1919, when records were first kept, 
to December 31, 1938, were $372,225.- 
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40. Prior to January 1, 1938, when 
the new system of accounts was pre- 
scribed, the company had followed the 
practice of amortizing such contribu- 
tions in ten equal annual instalments to 
nonoperating income. This practice 
does not seem to us to be in accordance 
with good rate-making procedure, and 
for the purpose of fixing rates at this 
time we will disregard the company’s 
past practice and approach the problem 
anew. 

Exhibit 1 suggests several alterna- 
tive methods of handling this item in 
the determination of rates. We be- 
lieve the third method is a proper basis. 
This is set forth at pages 148, 149 as 
follows : 

(3) Still a different assumption, 
and probably the most logical one, is 
that the money contributed by custom- 
ers is used toward paying for the con- 
struction of a portion of the property 
used to serve them. To that extent 
the company has no investment in the 
property, although it has the legal title 
thereto. Since the contributions are 
nonrefundable, the using up of the 
property in service does not represent 
the using up of any investment of the 
company for which it would be entitled 
to reimbursement through deprecia- 
tion charges made to operating ex- 
penses. The consumption of this 
property represents rather the using up 
of the contributions made in advance, 
for which no reimbursement is made 
to anyone. If the property construct- 
ed out of contributions could be segre- 
gated, it should logically be charged 
to.the contributions account when re- 
tired, instead of to depreciation re- 
serve. If that were done, of course 
there should be no _ depreciation 
charged against such property while in 
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service. However, it would be very 
burdensome to attempt to keep ac- 
curate records of all property con- 
structed out of contributions ; in fact it 
would, in many cases, not be possible 
because the contributions sometimes 
represent merely a portion of the cost 
of specific property (e. g., when a cus- 
tomer pays the difference between the 
cost of an overhead and an under- 
ground service into his home). Sub- 
stantially the same results can be 
achieved, however, by very much sim- 
pler methods, such as the following: 


“Charge all new construction to the 
appropriate property account without 
reference to the source of the funds. 
Compute annual depreciation in the 
first instance against all property in 
service including contributed property. 
To offset the depreciation computed 
against contributed property, the 
amount of each year’s contributions 
credited in that year to the contribu- 
tions account should be amortized 
from that account to depreciation re- 
serve over a period approximately 
equivalent to the estimated service life 
of the property constructed out of con- 
tributions. Whether this is done on a 
straight-line, sinking-fund, or other 
reasonable basis is immaterial. The 
total amount of the amortization in 
each calendar year would be deducted 
from the computed amount on annual 
depreciation for that year, the balance 
being the charge to operating expenses 
for depreciation. All retirements of 
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property would then be charged to de- | 


preciation reserve.” * 


In the case before us, in order to 
make possible a new determination as 


eae? 


SapON IT 


of December 31, 1938, a study was | 
made of the total property constructed | 


out of contributions amounting to 
$372,225.40. It was found that some 
$36,516 had been retired to December 
31, 1938, leaving $335,709.40 in serv- 
ice. It was estimated that this prop- 
erty had an average service life of 
twenty-three years, requiring an an- 
nual depreciation rate, under the 5 per 
cent sinking-fund theory which we 
have approved as reasonable for this 
property, of 2.414 per cent. Applying 
this amortization rate with compound 


interest to the cost of contributed | 


property according to the years of in- 
stallation, $74,352.99 would have been 
amortized to depreciation reserve un- 
der the method outlined above up to 
December 31, 1938, leaving an un- 
amortized amount of $261,356.41. In 
effect this means that the accrued de- 
preciation of $2,776,181 as deter- 
mined above included $74,352.99 ap- 
plicable to contributed property. The 
net deduction to be made on account of 
contributions is therefore $261,356.- 
41. Of course the unrefunded balance 
of customers’ advances (Account 
241) should also be deducted in full. 

Summarizing up to this point we get 
the following rate base as of December 
31, 1938, before any allowance for 
working capital. 





1“The same mathematical result would be 
arrived at if the amount of amortization of 
contributions were credited to operating reve- 
nues instead of depreciation reserve and the 
full amount of computed depreciation were 
allowed as an operating expense. Both reve- 
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nues and operating expenses would be in- 
creased by the amount of the amortization, 
and operating income would be the same. It 
is believed, however, that credit to deprecia- 
tion reserve represents the better accounting 
procedure.” 
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Physical Property 
Add: Organization and Franchise 


Deduct: Customers’ Advances 


Deduct: Contributions in Aid of Construction 


Gross additions for the year 1939 
are estimated at $1,148,555. Credits 
to depreciation reserve for the year 
under the 5 per cent sinking-fund the- 
ory adopted by us as reasonable for 
this property will be $392,484, leaving 
a net increase in property less deprecia- 
tion of $756,071. Averaging the cost 
less depreciation for December 31, 
1938, and December 31, 1939, gives 
an average for the year 1939 of $13,- 
153,762. All of the above figures are 
set forth in Table 58 on page 266 of 
Exhibit 1. 


[14-16] Section X—W orking Cap- 
ital—The amount of working capital 
to which a utility is entitled as a part 
of the rate base is in our opinion, an 
amount representing the extent to 
which the investors’ money is tied 
up in operating expenses and in ma- 
terials and supplies required for op- 
eration, plus necessary prepayments 
and working funds including a rea- 
sonable amount to be maintained as a 
bank balance. Section X of Exhibit 
1 gives detailed computations of these 
figures for the company for the year 
1939. For the regular operations of 
the company (that is, excluding retail 
merchandise sales) Exhibit 1 shows 
that the revenues are collected by the 
company in advance of the time when 
disbursement must be made, so that the 
investors do not have at any time any 
actual investment in operating ex- 
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Accrued Present 

Value New Depreciation Value 
weds $15,830,560 $2,776,181 $13,054,379 
eee 18,500 anatears 18,500 
$15,849,060 $2,776,181 $13,072,879 
eae 35,797 apenas 35,797 
$15,813,263 $2,776,181 $13,037,082 
$15,477,554 $2,701,828 $12,775,726 


penses. At certain times of the year 
the excess of cumulative revenues 
over cumulative disbursements runs 
down to a minimum of approximately 
$5,000 and at other times to a maxi- 
mum of approximately $220,000. 
The minimum of $5,000 is considered 
too low, and we will therefore include 
in our allowance for working capital 
an item of $100,000 for additional 
bank balances. That would, under 
current conditions, if the proportional 
part of revenues were reserved for 
payment of operating expenses, give 
the company a bank balance rang- 
ing from a minimum of $105,000 to 
a maximum of $320,000. This is 
considered liberal, inasmuch as the 
company will be allowed earnings on 
money used for other purposes, as 
for instance for construction, to the 
extent that the actual cash on hand is 
less than the theoretical bank balance. 
The average amount of cash held by 
the company for all purposes (not 
merely for utility operations) was 
$95,367 during the year 1938 and 
$146,519 for the first eight months of 
1939. The average of materials and 
supplies for regular operation for the 

year 1939 is estimated at $350,000. 
We will treat the merchandise op- 
erations of the company as a part of its 
utility business and will therefore al- 
low working capital for this depart- 
ment also. A large part of the retail 
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appliances are sold on instalments. 
Since little or no profit is shown, the 
average amount of money tied up in 
such sales is most conveniently arrived 
at merely by taking the average of 
the outstanding instalment contracts. 
This is estimated at approximately 
$250,000, to which should be added 
some $10,000 of open retail merchan- 
dise accounts, making a total cash re- 
quirement of $260,000. The invest- 
ment in a reasonable stock of appli- 
ances being held for sale is about $20,- 
000. 


Total working capital requirements 
for the year 1939 are therefore as fol- 
lows: 


For regular operation: 





Materials and Supplies ........... $350,000 
CSS Ae a ee ae ate eae eer ee Ine t 100,000 

For Merchandising : 
LOCK OM MANG sain s.0.0bleteiecieiete ears 20,000 
ASABH e250: GR se oabickuecawee 260,000 
MEOLON winks ine @iewiclee alow cae eee $730,000 


We find an allowance of $730,000 
for working capital including ma- 
terials and supplies to be reasonable 
for the year 1939. 

The rate base as thus determined for 
the year 1939 is as follows: 


Fixed Property (p. 173 above) ... $13,153,762 
Working Capital (above) 730,000 


ROLE SAGE) 52.04.00 cinsiew eevee $13,883,762 


eeeeeee 





which amount we find to be a reason- 
able value for the property of the 
Hawaiian Electric Company, Limited, 
used and useful in the rendering of 
electric service for the year 1939. 

[17] In finding fair value for rate- 
making purposes we have taken into 
consideration and made full allowance 
for the fact that the property is a go- 
ing concern with customers attached 
and in successful operation and earn- 
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ing areturn. The plant without busi- 
ness, present or prospective, would ob- 
viously be worth much less than the 
cost figures which we have found to 
represent value. Denver Union Stock 
Yard Co. v. United States (1938) 
304 US 470, 82 L ed 1469, 24 PUR 
(NS) 155, 162, 58 S Ct 990. 

We further find that this rate base, 
if carried forward from year to year 
by adding thereto the cost of additions 
to utility property as made from time 
to time less the historical cost of re- 
tirements plus or minus the net change 
in the depreciation reserve computed 
as herein set forth, with such changes 
in the working capital allowance as 
may, under the principles herein stat- 
ed, be required, will provide an ade- 
quate basis for fixing rates in the fu- 
ture until such time as a complete re- 
study of the matter may be required. 

[18] Annual Depreciation—One of 
the important items in almost every 
rate proceeding is the amount to be 
allowed as an operating expense for 
annual depreciation in determining the 
earnings of the utility company. We 
have already referred to the matter of 
depreciation in our discussion of the 
rate base. Here again the two prin- 
cipal theories which are of importance 
are the straight-line and sinking-fund, 
or compound interest, theories. As 
stated above the theory applied in de- 
termining the annual charge to be al- 
lowed should be consistent with the 
manner in which the deduction from 
the rate base on account of accrued de- 
preciation is determined. 

The estimated lives for the various 
classes of property used in the compu- 
tations in Exhibit 1 are considerably 
longer than those heretofore estimated 
by the company. Columns D and F 
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of Table 31 in Exhibit 1 give the 
straight-line percentages now being 
used per books and the straight-line 
percentages corresponding to the 
longer lives estimated for the purpose 
of this proceeding and for deprecia- 
tion accruals for the immediate future. 
The extent of the change can be read- 
ily seen. The composite rate for the 
depreciable property as a whole before 
revision was 4.916 per cent, corre- 
sponding to an average estimated life 
of approximately twenty years. The 
composite rate after revision is 3.420 
per cent, corresponding to an average 
life of approximately twenty-nine 
years, or an increase in estimated life 
of some 45 per cent. While the in- 
creased lives are apparently still some- 
what shorter than those corresponding 
to depreciation charges made by elec- 
tric utilities generally, we accept them 
as reasonable for the purposes of this 
proceeding in the light of available 
information at this time. 

[19, 20] The total amount of an- 
nual depreciation expense for the prop- 
erty as a whole based on these lives is 
$516,992 on a straight-line basis and 
$412,047 ona 5 per cent sinking-fund 
basis. However, these amounts are 
not chargeable in full as depreciation 
expense. In the first place the com- 
pany, in common with many other 
companies, charges the depreciation 
on vehicles and certain other equip- 
ment to clearing accounts, so that the 
amount of depreciation on these ac- 
counts is included among other op- 
erating expenses. In the second place, 
the depreciation computed against 
property constructed out of contribu- 
tions should not be charged to con- 
sumers as an operating expense, but 
should be provided by a charge to Ac- 
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count 265—“Contributions in Aid of 
Construction.” The net depreciation 
charge to operating expense is there- 
fore computed as follows: 











5% 
Straight Sinking 
Line Fund 
PGES ociwcwecsnecees $516,992 $273,238 
Interest on Reserve ......  ...--- 138,809 
$516,992 $412,047 
Charged to Clearing 
PCCUGIES: aie ais wicencceee 18,811 19,563 
$498,181 $392,484 
Provided out of Contribu- 
NSS sco ek sc edo esas 14,597 11,822 
Net Depreciation Charged 
to Operating Expenses .. $483,584 $380,662 


Since the rate base was determined 
on the basis of accrued depreciation 
computed on the 5 per cent sinking- 
fund basis, the annual depreciation al- 
lowance will be made on the same 
basis, and we find that a charge of 
$380,662 is reasonable for the year 
1939. 


[21] We further find that rates of 
depreciation based on the lives and 
salvage estimated for the property in 
the several accounts, as set forth in 
Columns F and H of Table 33 on 
pages 186-188 of Exhibit 1, should be 
charged on the historical cost of ex- 
isting utility property and the cost of 
additions until such time as a change 
may be ordered or authorized by this 
Commission. We further find that, if 
and when the company is of the opin- 
ion that the application of these rates 
no longer equals the actually accruing 
depreciation on the property, it should 
duly make application to the Commis- 
sion for such changes as it deems nec- 
essary and be prepared to support the 
same by proof. 


[22, 23] Rate Case Expense— 
There is one additional item to which 
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consideration must be given, viz., the 
expenditures of the company in con- 
nection with the present proceeding. 
These have not been finally deter- 
mined, but it is known that the amount 
will be approximately $140,000. It is 
customary to permit amortization of 
such costs as an operating expense 
over a period of years in the future. 
The recent decision of the United 
States Supreme Court in the Driscoll 
Case, Driscoll v. Edison Light & P. 
Co. (1939) 307 US 104, 83 L ed 
1134, 28 PUR(NS) 65, 75, 59 S Ct 
715, seems to require that such amor- 
tization be allowed even when the ex- 
penses are incurred in resisting a re- 
duction which is later shown to be 
justified. In our opinion ten years is 
a reasonable period for the amortiza- 
tion of these expenses. We will, 
therefore, allow the rate case expense, 
estimated to be approximately $140,- 
000, to be amortized with interest at 6 
per cent in equal annual instalments 
over the 10-year period 1940-1949. 
This annual amortization, amounting 
to 13.59 per cent of the total as finally 
determined, will be an allowable ex- 
pense in the determination of income 
for the fixing of rates. 


[24] Rate of Return—We would 
ordinarily show here a finding of a fair 
rate of return. We would then deter- 
mine rates which over the forthcom- 
ing period would yield this return on 
the rate base for the period. It has 
been contended by the company, which 
fact does not appear in the record, that 
the outbreak of the European War 
makes any present determination of 
fair rate of return or of anticipated 
expense and revenue for a forthcom- 
ing period impractical. While not 
agreeing that it would be impractical to 
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make such determination, we recognize 
the additional uncertainty of estimates 
for the future that has been brought 
about by the War. In lieu of this 
regular procedure, a substitute proce- 
dure for the determination of rates 
has been worked out which has the 
approval of the company. There is, 
therefore, included herein no finding 
as to a fair rate of return. 

Determination of Rates and a Fair 
Return—Accurate estimates of ex- 
pense and revenue for the calendar 
year 1939 were possible. We have 
determined rates, as set forth below, 
which would have returned 64 per 
cent on the average of the rate bases 
for the beginning and end of the year 
1939, determined as set forth above, 
and we find that these rates for the 
forthcoming period will constitute just 
and reasonable rates and yield not less 
than a fair return upon the property 
for 1940. 

We would anticipate that approxi- 
mately a year from now the same pro- 
cedure would result in a similar com- 
putation for rates for 1941, and that 
a workable plan whereby rate changes 
can be made almost automatically as 
conditions indicate that changes are 
in order, will develop. 

We regard this procedure as an ex- 
periment with possibilities of develop- 
ment. If occasion should arise, the 
rate of return selected (corresponding 
to the 64 per cent applied to the 1939 
rate base) would be modified. We an- 
ticipate that continued expansion and 
economies will cause the actual return 
realized to be greater than 64 per cent 
on the applicable rate base for the year, 
and believe that such earnings over and 
above the stated return will constitute 
an incentive to management to develop 
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new business and effect economies. 
We believe that the substitute proce- 
dure, with possible modifications, has 
definite possibilities of advantage over 
the conventional plan for both the con- 
sumers and the company. Should ex- 
perience cause either the company or 
us to feel otherwise, resort would be 
had to the more customary procedure. 

Rates—The rates determined as 
above are attached to the order as 
Exhibit A, and we find that these rates 
should be placed in effect by the com- 
pany for all meter readings taken on 
and after January 1, 1940. 
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Orver No. 327 


Pursuant to and based upon the de- 
cision heretofore rendered herein by 
the Commission, 

Now, therefore, it is hereby or- 
dered: 


I 


That the rate base as of December 
31, 1938, is $13,505,726, arrived at as 
follows: 

Physical Property, Organization 


and Franchises (undepreciated) $15,849,060 
Deduct: Accrued Depreciation... 2,776,181 





The principal changes in the new as ial sama 
rates as compared with the old rates, RES SNP 34 senna om 
and the estimated reductions resulting $12,775,726 
therefrom on the basis of 1939 con- Add: Working Capital ......... 730,000 
sumption, are as follows: [Schedules Nate: Base. uc sccscaccawsens $13,505,726 
omitted. ] 

Summary of Reductions 
Estimated Estimated 
Percentage Amount of 
Schedule Class of Service of Reduction Reduction 

AIS “ROStenae kad aoe cece cucudes cubducehewdcun sued cucesceenenas 9.99% $163,728 

A ©6'Small- Commercial Ute occ sk cciccesicvscncvcncsctveccess 9.21 48,537 

B anee) © GimeNCtAl BEINN sc c0 cian edn ccm acos ose Hbusdewceues 9.63 31,623 

Cc Commercial Cooking, Heating and Refrigeration ............. 9.56 11,271 

D POWGR seca ee cane oes Cede ON MOS Ws béw am eu eead eet eReansedes 4.09 14,644 

P-3 Power: with Incidental Lightitig << sscccccoccceseiccsctecescs 6.87 12,310 

ROU cccavaces RT ET ECCT ES TCT TREC OTC EE TC CCC CCTE $282,113 


This decision is being entered at 
this time as the tentative decision of 
the Commission, and a period of four- 
teen days from the date hereof will 
be allowed in which interested parties 
may file exceptions or request a re- 
opening of the case. If no request for 
reopening is received within the stipu- 
lated time, this decision will auto- 
matically become the final decision of 
the Commission. Thereupon a final 
order in conformity therewith will is- 
sue. [Final order entered March 19, 
1940. ] 


[12] 
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That the rate base of $13,505,726 
shall be subject to change during sub- 
sequent years dependent upon capital 
expenditures for the acquisition of 
new properties, disposition of prop- 
erty assets, retirals, abandonments, de- 
preciation accruals, and changes in 
working capital allowance. 


II 


That the depreciation expense for 
the year 1939, computed on a 5 per 
cent sinking-fund basis, is as follows: 
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ADANIY. oi sat Sones ene wines teeieee $273,238 

Interest on Reserve .....ssceseeess 138,809 

$412,047 

Charge to Clearing Accounts ...... 19,563 

$392,484 

Charge to Contributions Account .... 11,822 
Net Depreciation Charge to Operat- 

AE MUKDEDSES: 6s ise-evrep sree sins.cewe $380,662 


That the depreciation charges for 
the year 1940 and succeeding years 
shall be computed in the same manner 
according to the rates of depreciation 
set forth in Column J of Table 33 of 
Exhibit 1, which table is by reference 
incorporated herein as fully and as 
completely as though it were set forth 
herein in haec verba, until such time 
as a change shall be made or author- 
ized by this Commission, after afford- 
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ing the company a hearing thereon; 


and that if and when the company is 


of the opinion that the application of 
these rates no longer equals the ac- 
tually accruing depreciation, it shall 
make application to the Commission 
for such changes as it deems necessary, 
which if required shall at a hearing 
thereon be supported by proof. 


III 


That the company shall continue in 
effect the rates heretofore put into ef- 
fect under Commission’s Order No. 
323 (interlocutory order) dated De- 
cember 29, 1939, which rates are more 
particularly set forth in Exhibit “A,” 
attached hereto and made a part here- 
of. 





NEW HAMPSHIRE PUBLIC SERVICE COMMISSION 


Re Concord Electric Company 


[D-1971, Order No. 3732.] 


Rates, § 302 — Sliding-scale plan — Electric utility — Discontinuance of pro- 


ceeding. 


Discontinuance and dismissal of an electric rate investigation was held to 
be in the public interest in view of undertakings by the company for the 
next five years with respect to immediate rate reductions, without any 
finding as to rate base or fair rate of return, and a plan for automatic 
rate revision, warranted by conditions, with a division between the com- 
pany and the ratepayers of savings due to improved operation and greater 
efficiency—a basic lump sum return, adjusted for changes in net fixed 
capital, being regarded as a minimum. 


[March 19, 1940.] 


2 Eee of electric rates; dismissed in view of under- 
taking of company for subsequent 5-year period. 


APPEARANCES: Carl C. Jones and 
Franklin Hollis, for the Concord Elec- 
tric Company; Thomas P. Cheney, 


33 PUR(NS) 





178 


Attorney General, and Frank R. Keni- 
son, Assistant Attorney General, for 
the state of New Hampshire; Robert 
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C. Murchie, pro se, and for certain 
other stockholders. 


Smi1TH, Chairman: Following pro- 
longed but unsuccessful attempts to 
negotiate satisfactory revisions of the 
tariff of the Concord Electric Com- 
pany, hereinafter termed the company, 
this Commission on March 1, 1939, 
asked to be advised in writing by 
March 15th whether the company 
would agree to make effective not later 
than May Ist rate reductions amount- 
ing to at least $75,000 annually. The 
company having refused by letter dat- 
ed March 14th, the Commission of its 
own motion issued on March 16th an 
order of investigation into the rates, 
service, and practices of the company 
and assigned the matter for hearing 
beginning April 11th, Re Concord 
Electric Co. 21 NHPSC 101. On 
April 1st the company filed a so-called 
petition for rehearing, which was de- 
nied by order of the Commission dat- 
ed April 3rd, Re Concord Electric Co. 
21 NHPSC 118. Subsequently an 
appeal to the supreme court was filed. 
This has not been argued, however, 
and the Commission has proceeded 
with the investigation through a long 
series of hearings continuing intermit- 
tently from April 11, 1939, to date. 
The record of these hearings now con- 
sists of more than 3,000 pages of tes- 
timony and nearly 100 exhibits. 


Service 


During the early stages of the pro- 
ceeding members of the Commission’s 
engineering staff questioned the ade- 
quacy of the service furnished by the 
company in certain respects, calling 
attention particularly to occasional 
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failures in some sections of the city 
and to abnormal variations of voltage 
in outlying areas. Later testimony of- 
fered by witnesses for the company 
indicated that the outages referred to 
had been occasioned in part by the 
nature of temporary repairs made aft- 
er the gale of September, 1938, and 
described plans for the strengthening 
of lines and improvement of facilities 
to prevent the recurrence of such fail- 
ures of service in the future. The 
maintenance of service since that time, 
including the period of normally heavy 
loading over the Christmas season 
1939, indicates that these measures 
have been effective. 

Similarly, witnesses for the com- 
pany presented plans looking to the 
improvement of voltage, but pointed 
out that a considerable period of time 
would be required for the complete 
study and efficient correction of this 
situation. Improvement has been ef- 
fected in some areas by the installa- 
tion of voltage regulators, and prog- 
ress has been made in consultation be- 
tween representatives of the company 
and of the Commission relative to the 
desirability of further changes. 

The Commission is satisfied that 
the company is making reasonable ef- 
forts to maintain satisfactory conti- 
nuity of service and regularity of volt- 
age within proper limits. According- 
ly it is prepared to dismiss the investi- 
gation in so far as service is con- 
cerned. Disregard of proper stand- 
ards will not be tolerated, however. On 
the contrary, improvement should 
continue and the Commission will ex- 
pect to be consulted with reference to 
plans to promote this result. 
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Practices 
Tariffs 


Early in the investigation it was 
shown that the company was render- 
ing certain services, and collecting 
charges therefor, not covered either by 
its filed rate schedules of general ap- 
plication or by special contracts ap- 
proved by order of this Commission. 
It appeared that these arrangements— 
including sales of auxiliary power to 
St. Paul’s School, a number of pri- 
vate street lights, public street light- 
ing in the towns of Boscawen, Bow, 
Canterbury, and Salisbury, and elec- 
tricity furnished for various fire, po- 
lice, and traffic signal lights in the city 
of Concord—were for the most part 
of long standing, having grown out 
of informal negotiations between the 
company and its customers. While 
the Commission had general knowl- 
edge concerning most of these ar- 
rangements, they were not filed in ac- 
cordance with the requirements of law 
as interpreted by the Commission. 


The company agreed to meet this 
situation and its representatives con- 
ferred informally with the Commis- 
sion concerning this and other fea- 
tures of its tariff during July, 1939. 
The result, a complete revision of the 
tariff as to scope and form without 
substantial change of rate levels, was 
filed as Concord Electric Company 
Tariff NHPSC No. 2 on July 29th, 
to become effective September 1, 1939. 
This new tariff, complying in all re- 
spects with the Commission’s re- 
quirements as to form, corrected most 
of the improprieties referred to just 
above. The service to St. Paul’s 
School is provided for specifically un- 
der Rate Schedule OG. Definite terms 
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of general application for street light- © 


ing service, both to individuals and to 


public agencies other than the city of 7 


Concord—which is served under a spe- 
cial contract approved by Order No. 


3223 of this Commission—are estab- | 
lished on a uniform basis under Rate F 
Schedule S. This schedule also in- F 
cludes specific provisions as to hours | 
of operation, outage credits and ad- | 
justments, and extensions to existing | 


street lighting circuits. 


Only the miscellaneous signal lights F 


in the city of Concord, for which to- 


tal charges in 1939 were less than 
$1,000, remain outside the regularly | 


filed rates and approved contracts. 
Because of uncertainty as to the street 


lighting situation in the city, the com- f 
pany desires additional time to work 
out a satisfactory solution in the case | 
of these minor items and has agreed | 


to do so within the next six months. 
On the understanding that this will 
be done, the Commission accepts the 
progress made as satisfying the re- 


quirements as to tariff filings and con- 7 


tract approvals. 


Rate Application 


Other practices of the company con- 
sidered during the investigation con- 


cerned principally the application of f 
In this 
connection engineers for the Com- 
mission testified that the company) 
maintains reasonable standards of ac- 
curacy in the case of its watt-hour me- § 
They were not equally satisfied 


its rates for billing purposes. 


ters. 
with certain of the attachments used 


to register customers’ demands under F 
rates in which that element was meas- 
ured for use in the determination of § 
Representatives of the com- & 
pany stated its intention of replacing § 
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charges. 
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the older and less satisfactory types of 
demand attachments and described 
newly established routines for check- 
ing their accuracy. It is believed that 
substantial improvement has been ef- 
fected in these respects. 


The filed tariff permitted the com- 
pany to estimate customers’ loads 
where measurement was not provided 
for, with the result that controversies 
developed as to the accuracy of the 
basis used for billing. Members of 
the Commission’s staff proposed for 
consideration various means of im- 
proving this situation. Among these 
was the incorporation in the tariff of 
provisions similar to those adopted by 
other New Hampshire electric utili- 
ties setting definite limits beyond 
which demands must be measured and 
including specific formulae to be ap- 
plied when active load estimates are 
employed below these limits. The 
company, while indicating a willing- 
ness to meet substantially the views 
of the Commission in this respect, ad- 
vanced reasons why it did not regard 
any of the formulae suggested as in- 
suring fairness of treatment among 
its customers. 

This matter was considered fully 
during the July conference referred to 
above, and the revised tariff filed 
thereafter contains Rule 18, which 
establishes definitely uniform methods 
whereby demand or active load will 
be determined for billing purposes. 
Without undertaking to set forth 
these provisions in detail, it is sufh- 
cient to point out that specific limits 
as to demand and consumption are es- 
tablished under the several rates be- 
yond which all demands will be meas- 
ured. In the cases of the smaller 
loads, which will continue to be esti- 
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mated, procedures have been agreed to 
by the company giving, in our opinion, 
much greater assurance than hereto- 
fore that the estimates under the gen- 
eral and power service rates will be 
reasonably accurate and subject to pe- 
riodic check. We are not entirely sat- 
isfied with the provisions governing 
the excess demand charge under the 
rates for domestic service, but have 
been assured that the company will 
give further consideration to this 
phase of the matter. 

In consideration of the substantial 
improvements thus far made, which 
have corrected virtually all of the prac- 
tices objected to, and the commitments 
made by the company respecting 
prompt attention to the two remaining 
matters—the excess demand charge 
under the domestic rate and the mis- 
cellaneous signal lights in the city of 
Concord— the Commission is willing 
at this time to discontinue the investi- 
gation in so far as it relates to the 
practices of the company. 


Rates 
Financial Showing 


Early in the proceedings the Com- 
mission’s accountant offered in evi- 
dence tabular exhibits based on the 
annual reports of the company to the 
Commission for the fifteen years pri- 
or to this investigation. These tables 
showed that, while the company’s in- 
vestment in operating property, here- 
inafter referred to as fixed capital, had 
increased from $1,338,332 to $2,180,- 
543 from January 1, 1924, through 
December 31, 1938, the company’s de- 
preciation reserve had grown during 
the same period from $158,573 to 
$680,770, and its surplus from $88,- 
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390 to $424,554. These exhibits 
showed also that, while the 6 per cent 
preferred stock had remained at $225,- 
000 par, the company’s bonds totaling 
$285,000 had been retired. During 
all this period the common. stock, 
which increased from $600,000 to 
$1,100,010, received annual dividends 
of at least 9 per cent on its paid-in 
value, with a high of 14 per cent for a 
number of years. During the same 
15-year period the company’s net elec- 
tric operating income ranged from a 
low of 6.2 per cent on gross fixed 
capital, and slightly over 9 per cent 
on gross fixed capital less depreciation 
reserve, hereinafter referred to as net 
fixed capital, in 1936, to a high of 
slightly over 10 per cent on gross and 
nearly 13 per cent on net fixed capital 
in 1928. 

Our action in initiating this pro- 
ceeding, as outlined above, was has- 
tened by consideration of the compa- 
ny’s operating results for 1938, when 
a net electric operating income of 
$157,548 was reported after deduc- 
tion of the unusual expenses occa- 
sioned by the flood and hurricane of 
September, 1938. Adjusting this 
figure for 1938 net earnings, because 
of the nonrecurring nature of these 
expenses, the net return becomes 
$174,473, or 8 per cent on gross and 
over 11.6 per cent on net fixed capi- 
tal. This record led the Commission 
to believe that the company might 
make an immediate reduction in rates 
amounting to $75,000 annually with- 
out in any way jeopardizing its finan- 
cial standing or its ability to render 
adequate and proper service to the 
public. On this basis net electric op- 
erating income would be reduced to 
approximately $100,000 per year. 
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Proposed Rate Reductions 


A number of so-called trial rates 
were introduced by the Commission’s 
rate engineer for consideration in re- 
vising the rate structure of the com- 
pany. The revenue yields under six 
possible rates for domestic service, 
five for general service, one for Pow- 
er service, and two for street Lighting 
in the city of Concord were calculated 
on the basis of 1938 consumption. 
Applying what appeared to be a de- 
sirable combination of these trial 
rates, together with other operating 
revenues, to the income account for 
1938, adjusted as described above, 
the Commission’s accountant testified 
to a probable net income of slightly 
less than $103,000 annually. With 
this showing, offered on June 29, 
1939, the Commission was prepared 
to conclude its evidence. 


Continuation of the Proceeding 


After consideration by counsel, the 
company asked for an opportunity to 
present further testimony in defense 
of the existing rates, particularly with 
reference to the reproduction cost of 
the property and other elements which 
might be pertinent to fair value for 
rate-making purposes. This was 
granted, and the hearings were sus- 
pended until November to permit ade- 
quate preparation. In the interim the 
Commission, with the codperation of 
the governor and council, retained as 
consultant Earl L. Carter of Indianap- 
olis to make similar studies. To con- 
serve both time and expense it was 
arranged that the engineers represent- 
ing the company—the firm of Maurice 
R. Scharff of New York—confer with 
those retained by the Commission in 
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an effort to reduce points of contro- 
versy to the minimum consistent with 
independent determinations and judg- 
ments. This method of procedure re- 
sulted in substantial agreement be- 
tween the engineers on purely factual 
matters, such as units and quantities 
of the various items of physical prop- 
erty, utilizing the continuing property 
records maintained by the Commis- 
sion and by the company under our re- 
quirement. 

Although the presentation of evi- 
dence has not been completed and the 
Commission therefore refrains specifi- 
cally from any finding at this time as 
to value for rate-making purposes, the 
testimony thus far offered and other 
information now available indicate the 
existence of substantial differences of 
opinion as to the fair value of the 
property. Thus, the net book value of 
the property plus working capital was 
approximately $1,600,000 as of the 
end of 1938; at the other extreme, the 
company appears prepared to claim a 
corresponding present value as high as 
$3,250,000. The estimates of repro- 
duction cost new less depreciation plus 
working capital prepared by the engi- 
neers for the Commission and for the 
company would amount to roughly 
$1,900,000 and $2,300,000, respec- 
tively. 

On January 15, 1940, during the 
course of testimony as to value, coun- 
sel for the company suggested that it 
might be possible to effect settlement 
of the remaining issues through con- 
ference. The Commission at once in- 
dicated its readiness to codperate in 
such an effort, with the result that a 
number of conferences, in which the 
attorney general has participated, 
have been held. These conferences 
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have had as their purpose an attempt 
to devise cooperatively a plan of rate 
reductions fair to all concerned, thus 
avoiding the further delay and cost 
involved in continued formal proceed- 
ings and litigation. 

After full and careful consideration 
of the issues and facts developed dur- 
ing the course of these extended con- 
ferences, a proposal was formulated 
for presentation at the hearing on 
March 19, 1940. 


Proposal of Dismissal 


Briefly, the company’s proposal, 
which has been incorporated in its en- 
tirety in the record of this proceeding, 
provides for the dismissal of this in- 
vestigation upon the basis of certain 
undertakings of the company for a 
period of five years from April 1, 
1940. One is the filing of rates, ef- 
fective as of April Ist, resulting in 
reductions of approximately $30,000 
annually. Tariff changes have been 
designed to produce this result and to 
meet the Commission’s view that the 
price of energy in the first block ot 
the domestic service rate should be 
cut drastically and that the level of 
charges for intermediate loads and 
consumption under the general service 
rate should be lowered. Under such 
disposition of the rate question there 
would be no finding, expressly or by 
implication, of either a rate base or 
a fair rate of return by the Commis- 
sion at this time. It would, of course, 
be understood that any action now 
taken by the Commission based on the 
proposal would be wholly without 
prejudice as to its consideration of 
any rate complaints which might here- 
after be brought by any interested 
party. In addition, the appeal filed by 
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the company in the supreme court re- 
ferred to earlier in this report would 
be withdrawn. 

For the balance of the 5-year period 
the proposal includes a plan whereby 
rate revisions warranted by conditions 
would be made automatically on April 
lst of each year without uncertainty, 
expense, or delay. In effect this plan 
recognizes that under present condi- 
tions the company may be entitled to 
a minimum net return of about $115,- 
000, but that testimony thus far in- 
troduced and studies made or in prog- 
ress indicate that it has an opportuni- 
ty to effect in the future substantial 
economies through changes in plant 
and operating methods. It recognizes, 
further, that the public is entitled to 
expect a reasonable degree of mana- 
gerial and operating efficiency and a 
reduction of charges as operating costs 
are lowered. On the other hand, it 
recognizes that detailed supervision 
and control of operations by public 
authority are not feasible, but that un- 
der conditions of regulated monopoly 
there may be but little incentive to in- 
creased efficiency if the entire amounts 
of all such savings are translated im- 
mediately into reductions of rates and 
net earnings. 

For these reasons the proposal pro- 
vides a definite plan which is essen- 
tially a division between the company 
and the ratepayers of savings due to 
improved operation and greater effi- 
ciency. Basing all financial calcula- 
tions on the calendar year, the plan 
calls for rate revisions worked out in 
cooperation with the Commission to 
become effective as of the following 
April Ist. After the first year the 
basic return of $115,000 annually, ad- 
justed for changes in net fixed capital 
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as described below, would be regarded 
as a minimum; failure of net electric 
operating income to reach this level 
would entitle the company, if it so de- 
sired, to attempt to secure larger earn- 
ings by establishing higher rates with- 
out objection on motion of the Com- 
mission. On the other hand, should 
net electric operating income for any 
calendar year exceed $125,000, simi- 
larly adjusted for changes in net fixed 
capital, rates would have to be reduced 
by the amount of such excess, except 
that the company’s upper limit of earn- 
ings would be increased by 50 per cent 
of the calculated amount of rate re- 
ductions made after the initial reduc- 
tion of April 1, 1940, provided for in 
the proposal. Thus, for each dollar 
of rate reduction actually made ef- 
fective, the maximum earnings per- 
mitted to the company without obliga- 
tion of further rate reduction would 
be raised by 50 cents. At the end of 
each calendar year, however, both the 
basic minimum of $115,000 and the 
basic maximum of $125,000 would be 
increased or decreased by 6 per cent 
of the increase or decrease in net fixed 
capital since January 1, 1940. 

In determining at the end of each 
calendar year the amount of the rate 
revision required as of the following 
April 1st, the proposal provides that 
operating revenues as affected by the 
yield of any new rates shall be calcu- 
lated on the basis of actual consump- 
tion during that calendar year and 
that revenue deductions (operation 
and maintenance expenses, deprecia- 
tion, taxes, amortization, and the like) 
shall be actual charges for the same 
period, except as qualified by the ad- 
justments next described. 

In the computation of the net elec- 
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tric operating income for the past cal- 
endar year, which is to be used as the 
basis of determining the amount of 
rate reduction to be made as of the fol- 
lowing April Ist, it is recognized in 
the proposal that certain adjustments 
should be made in order to equalize 
the effect of large expense items which 
might fluctuate widely and beyond the 
control of the company. Otherwise, 
either the public or the company would 
be penalized on account of abnormal 
conditions. The most important such 
item appears likely to be is the cost of 
purchased power. 


With the present generating facili- 
ties at Sewall’s Falls, the company’s 
out-put of current is limited. It is 
especially sensitive to the rate of flow 
of the Merrimack river, there being 
no storage facilities to maintain even 
flow in dry periods or in times of 
flood when, due to the design of the 
plant, the generation is actually cut 
down, by loss of head. Consequently 
the supply of power from company 
sources has varied in the past eight 
years from a high of almost 14,000,- 
000 kilowatt hours to a low of slight- 
ly over 11,000,000 kilowatt hours, 
and the volume of the purchases of 
power varies inversely with this pro- 
duction. At the same time, the growth 
of sales of current works to contin- 
ually increase the amount of available 
power needed, and hence the volume 
and total cost of purchased power. 
The seriousness of the effect of this 
situation upon the cost of purchased 
power is illustrated by the actual costs 
of this item during the past three 
years, namely $91,280 in 1937, $80,- 
625 in 1938, and $103,410 in 1939. 
Consequently an adjustment of this 
item designed to equalize the effect of 
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the water conditions is proposed for 
the purposes of the rate reduction cal- 


culations. Briefly stated, the number 
of kilowatt hours purchased in each 
of the four years preceding the year 
in question is to be divided into the 
number purchased in that year; then 
the actual cost of the purchased power 
in each of the preceding four years is 
to be multiplied by the quotient of each 
of the divisions respectively; then an 
average of the adjusted cost for the 
four years plus the actual cost for the 
year in question will be taken as the 
adjusted purchase power cost for the 
year in question. 


The company proposes to pay the 
expenses incurred by the Commission 
outside its own organization in con- 
nection with this investigation, 
amounting to $9,832.37. In 1939 
and 1940, it has itself incurred similar 
expenses totaling approximately $58,- 
360. Inclusion of these large amounts 
in the operating expense calculations 
for 1939 and 1940 would obviously 
result in low net operating incomes, to 
the detriment of early rate reductions, 
so it is proposed to amortize these 
amounts over the period 1939 to 1944, 
inclusive, by annual charges into ex- 
pense accounts of approximately $12,- 
225 (except that for 1939 the charge 
is to be $7,060). Since certain cred- 
its have already been taken in the Fed- 
eral income tax computations for 
1939, and others will be taken in 1940 
on account of these expenditures, the 
tax savings realized thereby will be 
reflected in the expense calculations by 
annual credits of approximately $2,- 
184 over the same period of years as 
the charges referred to. 

The company also proposes to limit 
expense charges in any one year on 
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account of unusual causes not within 
its control, such as hurricanes, floods, 
and the like, to 5 per cent of the ad- 
justed net electric operating income 
for the year by suitable amortization 
of such amounts. This likewise will 
protect both the public and the com- 
pany against penalization due to ab- 
normal conditions. 

Since redevelopment of the Sewall’s 
Falls plant, a project which has been 
recommended by engineers to both the 
company and the Commission, would 
materially affect the volume and cost 
of power purchases, it is proposed in 
that event to mutually reconsider the 
method of adjustment of the pur- 
chased power cost used in the net 
electric operating income calculations. 

Similar treatment is proposed 
should the provisions of the purchase 
power contract with the Public Serv- 
ice Company of New Hampshire be 
revised during the 5-year period. 


Changes in Conditions, 1938-1940 


Since the opening of this investiga- 
tion certain changes have occurred in 
the conditions underlying our origi- 
nal demand for rate reductions total- 
ing $75,000 annually. One of these 
changes is that there have been net 
additions to fixed capital during 1939 
amounting to approximately $58,000. 

More important is the increase in 
operating expenses due principally to 
increased purchased power costs be- 
cause of the abnormally low water 
conditions experienced on the Merri- 
mack river since July, a factor which 
operates, as described hereinbefore, to 
directly and materially increase ex- 
penditures for power purchases. It 
does not appear that the company has 
ever experienced such poor water con- 
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ditions as it has had from early July, 
1939, up to the present time, resulting 
in 1939 in the highest cost of pur- 
chased power in the history of the 
company by nearly $12,000, and al- 
most $23,000 more than the amount 
included in the 1938 operating figures, 
upon which the Commission had re- 
lied in figuring probable 1939 net earn- 
ings. 

Members of our staff have studied 
extensively into the probable effect of 
this bad water condition on the vol- 
ume of purchases likely to be neces- 
sary in 1940, and, after allowances 
for the increased volume of power 
needed as a result of a normal increase 
in sales, they have estimated 1940 
power purchases at nearly two million 
kilowatt hours more than were needed 
in 1939, and four million more than in 
1938. This emphasizes the desira- 
bility of providing for the adjustment 
of the purchased power cost item as 
used in computing the net electric op- 
erating income for the purpose of de- 
termining the amount of rate reduc- 
tions to be made in the future—an ad- 
justment which under these circum- 
stances operates to the benefit of the 
ratepayer. 

Another changed condition to which 
some attention must be paid is the 
probability of an increase in the prop- 
erty tax rate in the city of Concord for 
1940. An increase of several thou- 
sand dollars in the company’s tax bill 
appears not unlikely, with a corre- 
sponding reduction of net operating 
income. 

Forecasting the effect of the pro- 
posed rate cuts, aggregating approxi- 
mately $30,000 annually, upon the net 
electric operating income for the cal- 
endar year 1940 is complicated by the 
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fact that they will be in effect only 
nine months of the year, including the 
months of lower per capita consump- 
tion, and because the extent of in- 
creased consumption due to rate re- 
ductions is difficult to predict with ac- 
curacy. The indications are that un- 
der the company’s proposal its net elec- 
tric operating income for the year 1940 
may well fall below $115,000. 

The foregoing are all factors which 
the Commission must of necessity take 
into account in a proceeding of this 
characier and in any findings or orders 
which it might issue fixing the rates 
for the future. 


Reasons for Discontinuance 


Discontinuance of the investigation 
by the Commission at this time on the 
basis of the plan outlined above will 
have certain obvious advantages to the 
public. Additional expenditures for 
engineering and legal services will be 
avoided and substantial rate reduc- 
tions will become effective without 
further delay. 

Since the issuance of our order in- 
stituting this proceeding the company 
has made reductions of its rates total- 
ing on an annual basis approximately 
$31,200. Of this amount, $27,700 
resulted from the establishment of the 
present general service rate, which be- 
came effective April 1, 1939, $500 
from minor changes in the rates for 
this type of service, both annual and 
seasonal as of June Ist, and a maxi- 
mum of $3,000 from the extension of 
the discount features of the rate for 
power service provided for at the time 
of the general tariff revision which be- 
came effective September Ist, as ex- 
plained earlier in this report. With 
the addition of the roughly $30,000 
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of reductions to become effective April 
1, 1940, the total annual saving to 
ratepayers will amount to approxi- 
mately $61,000. While this is $14,- 
000 less than the Commission asked 
for a year ago, it should be borne in 
mind that operating costs, as explained 
above, have increased by far more 
than this difference. Purchased pow- 
er cost alone for 1939 was $22,800 
more than in 1938, while in 1940 a 
further increase of $23,000 appears 
not unlikely. 

The rates designed to effect the 
$30,000 annual reduction on April 1st 
represent definite improvements upon 
those now effective. New annual and 
seasonal general service rates are to 
be filed which reduce the first block 
of the energy charge under these rates 
from 100 to 80 hours’ use of the active 
load. This change will permit cus- 
tomer shifts from the power to the 
general service rates with savings of 
$418, annually, while the savings of 
customers now served under the gen- 
eral service rates will amount to $5,- 
943, a total of $6,361 annually. No 
increases will be involved, while, on 
the basis of actual consumption in 
1939, 38 per cent of the billings of cus- 
tomers affected, covering 44 per cent 
of the kilowatt hours sold, will be re- 
duced, the balance remaining un- 
changed. 

The greatest change provided for is 
in the rates for annual and seasonal 
domestic service. During the investi- 
gation the Commission has sought a 
cut in the first block of energy sold 
under these rates. This suggestion 
has been adopted by the company. In- 
stead of a first block of 30 kilowatt- 
hours monthly at 8 cents and a mini- 
mum charge of $1, the new rate pro- 
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vides for the sale of 12 kilowatt hours 
for $1, the monthly minimum charge, 
with the next 18 kilowatt hours 
monthly priced at 6 cents each, and 
the balance of the rate as it now is. 
All domestic customers except mini- 
mum users will enjoy savings. This 
reduction reaches its maximum of 32 
cents monthly at 30 kilowatt hours, 
where the charge will be $2.08, in- 
stead of $2.40, with this reduction 
continuing at the same level for larger 
use. This will be the lowest rate for 
such service in the state and will com- 
pare favorably with rates for domestic 
service generally throughout New 
England. Calculated on 1939 con- 
sumption the total annual savings to 
be effected under this change will be 
$23,585. 

It may be noted that no change in 
the charges for street lighting in the 
city of Concord is contemplated with- 
in the proposal now before us. AI- 
though the Commission’s investiga- 
tion embraced this service and the 
Commission’s rate engineer intro- 
duced trial rates at lower levels than 
those charged, there has been no indi- 
cation of interest on the part of the 
city government, which has not been 
represented at the hearings at any 
time. 


NEW HAMPSHIRE PUBLIC SERVICE COMMISSION 


Of even greater potential impor- 
tance than the immediate reduction of 
rates, in the opinion of the Commis- 
sion, is the provision made for in- 
centive to increased operating efficien- 
cy and for the automatic reduction of 
rates to insure the public reasonable 
participation in savings effected there- 
by without any of the delay, expense, 
and uncertainty which now character- 
ize rate litigation. While this arrange- 
ment, which has been described in de- 
tail earlier in this report, is in some 
measure experimental, we are of the 
opinion that it affords real opportuni- 
ties for substantial advantages to both 
the public and the company, and we 
shall follow closely developments 
thereunder. 


Conclusion 


For the reasons already set forth, 
we are of the opinion that, in view of 
the undertakings of the company for 
the next five years, discontinuance and 
dismissal of the investigation at this 
time will be in the public interest, and 
that the new rates proposed and filed 
should be permitted to become effec- 
tive without delay as of April 1, 1940. 
Our order will issue accordingly. 


Barry and Swain, Commissioners, 
concur. 
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RE COOPERATIVE DELIVERY SERVICE, LTD. 


CALIFORNIA RAILROAD COMMISSION 


| Re Cooperative Delivery Service, Limited 


[Decision No. 32791, Application No. 22429.] 


Rates, § 425.1 — Motor carriers — Minimum — Exception. 


1. No finding can be made that auto truck rates less than established mini- 
mum rates are reasonable where there is an absence of information rela- 
tive to the estimated cost of transporting the traffic involved and a lack of 
substantial evidence to indicate that the rates in question have been and 
may be expected to be compensatory, p. 192. 


Rates, § 425.1 — Auto trucks — Minimum Exception. 


2. The Commission may not authorize an auto truck carrier to perform 
transportation at less than the established minimum rates where no finding 
can be made that the lower rates are reasonable, p. 192. 


[February 6, 1940.] 


oes by auto truck operator for permission to charge 
less than minimum rates; denied. 


APPEARANCES: Laurence Berger, 


| for applicant; Irving Bekey, for ap- 
jplicant; L. A. Bey, for the William 
} Volker Co., interested party; John J. 


Williams, for Williams Transfer 


Company, interested party ; Lawrence 


Price, for Chief Delivery Service, in- 
Ben Fullman, for 
Morden Delivery Service and City 
Messenger Express, interested party ; 
E. L. H. Bissinger and F. F. Willey, 


| for Pacific Electric Railway Company, 
'| as its interests may appear. 


By the Commission: By Decision 


No. 31597 of December 27, 1938, in 


this proceeding, the Commission au- 
thorized Cooperative Delivery Serv- 
ice, Ltd., a corporation operating as a 
city carrier and a highway contract 
carrier, to charge less than established 
minimum rates for the transportation 
of property for William Volker Co. 
within the Los Angeles drayage area." 
The reduced rates were approved for 
a one year’s period upon allegations 
that the routed and scheduled trans- 
portation service performed by Co- 
operative Delivery Service, Ltd., was 
of a specialized nature for which the 
established minimum rates were not 
entirely appropriate; that in a serv- 





1The “Los Angeles drayage area” referred 
to herein is the area within which minimum 


‘| rates were established by Decision No. 31473 


of November 25, 1938, as amended, in Case 
Rates established by this decision 


uary 1, 1940, by those established in and by 
Decision No. 32504 of October 24, 1939, as 
amended, in the same proceeding. Except as 
herein explained, the changes do not material- 
ly affect this application. 
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ice of this nature economies were pos- 
sible which would permit profitable 
operations at rates lower than those 
required for ordinary drayage; and 
that the shipper involved had definite- 
ly decided to expand its proprietary 
operations if applicant were required 
to assess the established minimum 
rates and abide by the governing rules 
and regulations. 

By the terms of said Decision No. 
31597, as amended, the present au- 
thority will expire with February 29, 
1940, unless sooner canceled, changed 
or extended by the Commission.? Ap- 
plicant now seeks, by supplemental ap- 
plication, to have the authority extend- 
ed to December 27, 1940. It alleges 
that conditions have not materially 
changed since granting of the origi- 
nal authority, and that the shipper has 
advised that it will be unable to oper- 
ate under the established minimum 
rates. 


Public hearing on the supplemental 
application was had before Examiner 
Bryant at Los Angeles, and the mat- 
ter is now ready for decision. 


The traffic manager of William 
Volker Co. testified that as a result 
of tests made of shipments moving 
during the months of January and 
February, 1939, he had determined 
that had certain “unit rates” (which 
became effective January 1, 1940) 
been applied to all shipments trans- 
ported for William Volker Co. by ap- 
plicant during that period, the result- 
ing charges would have been substan- 
tially higher than those which would 


CALIFORNIA RAILROAD COMMISSION 


rates then in effect under Decision No. 


31473, supra? He stated that he had 


not héd an opportunity to make an 
adequate comparison with the rates 


now being applied under applicant's | 


temporary authority, but said that a 
partial check of one week’s business 
in September, 1939, indicated that ap- 
plication of the new unit rates would 
have produced charges some 38 per 
cent higher than those now being as- 


sessed. He testified that his company 
owned and operated two motor trucks 


at the present time, and that Coopera- 
tive Delivery Service, Ltd., transport- 


ed all shipments within the Los An- 7 


geles drayage area which were not 
handled by these vehicles. 


duced rates, William Volker 


portation costs. He explained that his 
company sold its products on a nar- 
row margin of profit in active compe- 
tition with other manufacturers, some 
of whom operated their own trucking 
equipment. He added that applicant 
had satisfactorily served his company 
for a number of years, and that he 
was desirous of continuing to use its 
services provided he could do so at the 
present reduced rates. 

The president of Cooperative De- 
livery Service, Ltd., briefly described 
applicant’s method of operation. It 
appears that applicant utilizes a total 
of 43 trucks in rendering a routed and 





2 The authority was originally scheduled to 
expire with December 27, 1939, but, by De- 
cision No. 32664 of December 19, 1939, it was 
extended to February 29, 1940, in order that 
carrier and shipper might suffer no hardship 
33 PUR(NS) 
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pending a full consideration of the present 
record by the Commission. 

3 The unit rates referred to are those named 
in Item No. 410 of Appendix “A” to Deci- 
sion No. 32504, supra. 
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J scheduled parcel delivery service for 


a large number of shippers. All ship- 
ments are brought to applicant’s ter- 
minal for segregation, and are there- 
after distributed over 27 delivery 
routes. The witness had no informa- 
tion as to the total tonnage handled 
for all shippers, the total tonnage 
handled for William Volker Compa- 
ny, or the percentage relationship 
which the Volker traffic bore to the 
total. 

He anticipated that unless the pres- 


Volker traffic would be diverted to 
proprietary vehicles, and that his com- 
pany would be unable to offset the re- 


sating reduction in the overhead cost 
of operation. He declared that his 
company had lost the tonnage of a 
number of other shippers in recent 
and could ill afford to lose 
the traffic involved in this applica- 
tion. 

The witness testified that in his 
opinion the William Volker traffic was 
relatively economical to transport, due 
to properly arranged loading facilities 
at the shipper’s place of business, con- 
venient size and weight of packages, 
volume of tonnage, and absence of 
traffic congestion between shipper’s 
plant, and applicant’s terminal. He 
stated that he had no doubt that the 
traffic of William Volker Co. was com- 
pensatory, although he had made no 
calculations to establish this fact and 
had never attempted to estimate the 
revenue return on this particular op- 
eration.* 





4He explained that in his opinion it would 
be impossible to segregate all of the expenses 
chargeable to the traffic of any shipper. 
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He stated that the average revenue 
from this shipper had approximated 
$475 per month, and said that for a 
year’s period the reduced rates in ques- 
tion had returned some 35 per cent 
more revenue than accrued under rates 
previously assessed, while the estimat- 
ed revenue under established mini- 
mum rates would have been approxi- 
mately 27 per cent higher than that re- 
ceived. 

A number of other carriers ap- 
peared and participated in the cross- 
examination of witnesses, but no one 
specifically opposed the granting of 
this application. 

From a consideration of the evi- 
dence offered in this proceeding it will 
be seen that there is nothing in the 
record to show that the reduced rates 
which applicant seeks to continue in 
effect are reasonable or compensatory. 
Summarized, it may be said that the 
record shows only that the rates in 
question are higher than those as- 
sessed William Volker Co. prior to fix- 
ation of minimum rates by this Com- 
mission, and lower than those now es- 
tablished as minimum for other car- 
riers and shippers; that unless appli- 
cant is permitted to continue its pres- 
ent rate, the shipper will expand its 
proprietary operations; that in some 
respects the William Volker traffic is 
more economical to handle than the 
average; and that as to this particu- 
lar traffic the unit rates which became 
effective January 1, 1940, did not re- 
sult in a reduction under the estab- 
lished class rates. 


The rates which applicant has been 
assessing on the traffic of William 
Volker Co. and which it is here seek- 
ing authority to continue until De- 
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cember 27, 1940, are substantially 
lower than those applied by applicant 
to its other shippers. Although the 
reduced rates have been in effect un- 
der temporary authority for more than 
a year, applicant has apparently made 
no attempt to determine whether or 
not they have in fact been fully com- 
pensatory. 

[1, 2] In view of the total absence 
of information relative to the estimat- 
ed cost of transporting the traffic here 
involved, and the complete lack of any 
substantial evidence to indicate that 
the rates in question have been and 
may be expected to continue to be 
compensatory, the Commission is ob- 
viously unable to make a finding that 
the rates are reasonable. Without 
such a finding it may not authorize ap- 
plicant to perform transportation at 
less than the established minimum 
rates. (Section 10, City Carriers’ 


CALIFORNIA RAILROAD COMMISSION 





Act; and Section 11, Highway Car- 
riers’ Act.) 

Upon consideration of all the facts 
and circumstances of record, the Com- 
mission is of the opinion that the pro- 
posed rates have not been shown to 
be reasonable or compensatory. The 
supplemental application, except to the 
extent that it has heretofore been 
granted, will be denied. 


ORDER 


This proceeding having been duly 
heard and submitted, full considera- 
tion of the matters and things involved 
having been had, and the Commission 
now being fully advised, 

It is hereby ordered that the supple- 
mental application filed in this pro- 


ceeding on November 15, 1939, ex- § 


cept to the extent that it has hereto- 
fore been granted, be and it is hereby 
denied. 





5 The traffic involved in this application 
consists entirely of shipments weighing from 
100 to 500 pounds. (The record shows that 
applicant has assessed and collected the es- 
tablished minimum rates and charges on ship- 
ments of 100 pounds or less, and 500 pounds 


or more.) The relief rate on this traffic is 15 § 


cents per 100 pounds, while the comparable es- 
tablished rates applied by applicant to its oth- 
er shippers are from 19 cents to 29 cents per 
100 pounds. 
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40-cell Exide-Chloride 
rol battery in the 
ices Of a well-known 
nas sutility company. 


ENGINEERS TURN CONFIDENTLY 
TO EXIDE-CHLORIDES 


HE widespread use of Exide-Chloride Batteries 
in public utility and private industrial plants can 
be explained in one word —- confidence. 


For the men who design, as well as those who 
operate modern power stations, have long since 
learned that the Exide-Chloride is absolutely trust- 
worthy. 


They are keenly aware of the fact that the construc- 
‘ ? tion of this battery is unlike that of ordinary batteries 
| . . . that its remarkable Manchester positive plates — 
' introduced nearly fifty years ago — have contributed 
much to its long life and ease of maintenance. As a 
CHLORIDE result, they turn confidently to Exide-Chloride when- 


BATTERIES ever a dependable source of power is needed for control 
bus, emergency lighting, or other exacting service. 


Don’t overlook this time-tried battery whenever 
you have need for reliable storage battery power. A 
letter or post card will bring you complete details. 





THE ELECTRIC STORAGE BATTERY COMPANY 


The World’s Largest Manufacturers of Storage Batteries 
for Every Purpose 


PHILADELPHIA 


Exide Batteries of Canada, Limited, Toronto 
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This page is reserved under the MSA PLAN (Manufacturers Service Agreement) 
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Selected information 


il Industrial Progress 


about manufacturers, 


new products, and new methods. Also news on 
personnel changes, recent and coming events. 


More Trolley Coaches Ordered 
For Milwaukee Transport 


bdr 124 trolley coaches now in operation, 
the Milwaukee Electric Railway and 
Transport Company is obtaining an additional 
55 coaches, Delivery of the new equipment will 
start in September. The new units will replace 
street cars on the 8th-Muskego line, with eight 
one-way route miles, including a half-mile ex- 
tension at the north,end of the present line. 

The Pullman Standard Car and Manufac- 
turing Co. will provide the new trolley coaches. 
Thirty-five of the units will be equipped with 
the General Electric compound motor and 
Type MRC control, following successful op- 
erating experience of some 14 months with a 
sample equipment. All 55 of the coaches will 
have G-E 2-horsepower auxiliary motors, and 
five of them will be equipped with the G-E 
Type CP-37 compressor. 


Natural Gas Sales Boosted By 
Industrial Expansion 
i= $300,000,000 worth of new industrial 


construction, as well as the employment 
of 85,000 new workers, has been brought about 
in the past five years by the influx of new in- 
dustrial enterprise into, and the expansion of 
existing industries within, natural gas terri- 
tories representing half of the natural gas in- 
dustry. This expansion was described by Elmer 
F. Schmidt, vice-president, Lone Star Gas Co., 
Dallas, Texas, and chairman of the Natural 
Gas Section of the American Gas Association, 
in an address before the recent Natural Gas 
Convention of that Association in Houston, 
Texas. 

These estimates, compiled by the A.G.A. 
Industrial Gas Section, on the basis of 32 re- 
plies to questionnaires addressed to top execu- 
tives of natural gas utilities, also indicated 
that the expanding availability of natural gas 
is exerting a powerful influence upon the 
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geographical distribution of, the expansion of, 
and the employment of labor by American in- 
dustry; and that roughly 2,000 new plants and 
2,400 significant expansions of existing plants 
have been made since 1934 in the 55 per cent 
of the natural-gas-supplied territories covered 
by the reports received. The area in point em- 
braces 18,000,000 population and includes over 
4,000,000 natural gas meters. Largely, it is 
Southern and Southwestern—although impor- 
tant natural gas cities in other sections, such 
as Detroit and Pittsburgh, also responded to 
the survey. 

Assuming that other natural gas territories 
have enjoyed similar experiences, we can state 
that new industry, industry involving large- 
scale construction and employment, has ac- 
counted for over 100 billion cubic feet of the 
244 billion cubic feet of natural gas which is 
being sold per annum to industry today over 
and above the 1934 pace. 


Largest Sodium Lighting 
System for New York 


a of the world’s largest and 
longest sodium lighting system, according 
to General Electric engineers, has been started 
in New York under supervision of Nicholas 
J. Kelly, chief engineer of light and power in 
the city’s Department of Water Supply, Gas 
and Electricity. 

Over 2200 golden lights are being installed 
along the 33 mile Belt Parkway, and will run 
from Owl’s Head Park in_ bigs to the 
Bronx-Whitestone Bridge in Queens. They 
will be turned on officially Pir the first time on 
June 29th, when the Belt Parkway will be offi- 
cially dedicated. 

The Belt Parkway system will be almost 
twice as long as the present world’s longest 
sodium lighting, on 18 miles of Route 7, out- 
side Schenectady, N. Y. It will employ twice 
as many sodium lights as now used in the 
present world’s largest system which operates 
over 1000 sodium lights on the San Francisco- 
Oakland Bay bridge. 


Utilities Advertising Program 


HE Public Utilities Advertising Associa- 

tion’s annual convention will be held in 
conjunction with the thirty-sixth annual con- 
vention of the Advertising Federation of 
America at Chicago, June 23rd to 27th, accord- 
ing to an announcement by E. Keith Hartzell, 
president of the public utility group, and ad- 
vertising manager of East Tennessee Light & 
Power Company. 
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38 INDUSTRIAL PROGRESS—( Continued) 


Speakers will include E. J. Doyle, president 
of Commonwealth Edison Company of Chi- 
cago; R. W. Queen-Hughes, assistant manager 
of publicity, Winnipeg Electric Company, 
Winnipeg, Canada; N. W. Shefferman, Sears- 
Roebuck Company, Chicago ; Miss Ada Bessie 
Swan, director, home service center, Woman's 
Home na ig New York; C. W. Kel- 
logg, president, Edison Electric Institute, 
New York, and Prof. Clyde Bedell, North- 
western University, Evanston. 


Gas Utility Revenues Gain 
During First Quarter 


ANUFACTURED and natural gas utility rev- 
M enues amounted to $271,625,400 for the 
first three months of 1940, as compared with 
$246,812,800 for the corresponding period of 
1939, an increase of 10.1 per cent, according 
to Paul Ryan, Chief Statistician of the Amer- 
ican Gas Association. 

The manufactured gas industry reported 
revenues of $104,932,500 for the first quarter, 
an increase of 6.6 per cent from the same 
period of the preceding year. The natural gas 
utilities reported revenues of $166,692,900, or 
12.3 per cent more than for the first three 
months of 1939. 

Total sales of manufactured gas for the 
first quarter were 111,700,700,000 cubic feet, 
an increase of 11.0 per cent. Natural gas utility 
sales for the period amounted to 444,499,- 
500,000 cubic feet, an increase of 12.4 per cent. 

Manufactured gas sales for domestic uses, 
such as cooking, water heating, refrigeration, 
etc. were 3.9 per cent above the same period of 
1939. Sales for house heating purposes gained 
25.0 per cent, commercial uses gained 7.2 per 
cent and industrial uses increased 18.2 per cent. 

Natural gas sales for domestic purposes 
showed an increase of 14.7 per cent while in- 
dustrial sales gained 13.2 per cent. 


Dodge Truck Shipments Set 
All-Time Record 


HIPMENTs of Dodge Job-Rated trucks for 
S the first quarter of this year were the 
largest for any similar period in the history 


of the company, according to T. W. Moss, 
director of Dodge truck sales. 

Shipments in this period represented a 34.3 
per cent increase over shipments in the corre- 
sponding quarter of 1939, and were 12 per 
cent greater than the next highest first quarter, 
which was in 1936. 





MARTENS & STORMOEN 
Successors te 
THONER & MARTENS 
Di edi 2 Switch 
Heavy Duty Switches 
15 Hathaway St., Boston, Mass. 














Mention the 
JUNE 20, 1940 


Westinghouse Substation Meets 
Modern Requirements 


WESTINGHOUSE completely self-protecting 
A substation, recently purchased by the 
Ohio Public Service Company, was installed 
at a cost of 16 per cent under the estimated 
cost of a substation of the conventional type 
with open steel bus structure and assembled 
equipment. Building the transformer, con- 
struction of two 2.4-kv feeders and five miles 
of 24-kv supply line and installation of the 
new unit, including placing it in regular opera- 
tion was completed in 70 working days. 

The CSP power transformer, introduced 
only two years ago by Westinghouse as a 
completely self-protecting substation in one 
tank, reasonably portable, was put to a slightly 
different use last year in Mansfield, Ohio. 
There the Ohio Public Service Company 
needed a compact economical way of supply- 
ing two independent low-voltage loads in a 
new high-school and a residential district. The 
transformer, rated 2000-kva_ self-cooled, is 
arranged so that either low voltage breaker 
and the regulator can be disconnected, by- 
passed, and grounded for maintenance or in- 
spection without deenergizing the transformer 
or dropping the load. 


AGAEM Convention Studies 
Current Gas Problems 


i pee fifth annual convention of the Asso- 
ciation of Gas Appliance and Equipment 
Manufacturers held recently in French Lick 
Springs, Indiana, enjoyed an attendance great- 
er than that of any previous convention. 

The three-day program was outstanding in 
that no “outside” speakers were included and 
discussions centered exclusively around issues 
vital to the gas appliance industry in particu- 
lar and the gas industry in general. 

The principal session of the convention was 
held on the second day with President Frank 
H. Adams, vice-president of the Surface Com- 
bustion Corp., presiding. The speakers were 
N. T. Sellman, assistant vice-president, Con- 
solidated Edison Company of New York, Inc., 
and chairman of the American Gas Associa- 
tion’s Laboratories Managing Committee; 
Louis Ruthenburg, president of Servel, Inc., 
and W. C. Beckjord, president of the ‘Ameri- 
can Gas Association, and vice-president, Co- 
lumbia Gas and Electric Corp. 

Mr. Sellman declared that the gas industry 
stands out from other industries in that it 
polices itself. He said that the gas appliance 
manufacturers and utilities have in the Ameri- 
can Gas Association’s Laboratory structure a 
means of self-regulation in all utilization mat- 
ters that should preclude all necessity for out- 
side interference. He pointed out that if the 
rate of progress made in the past fifteen years 
can be maintained, the industry will make gas 
the ideal fuel of tomorrow. 

Speaking on “Industrial 
Ruthenburg said that higher wages, 
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pera- @LOW FLOW ACCURACY 
§ PITTSBURGH IMO METERS MEASURE THE * 
luced % LOW FLOWS that either escape measure- 
- 6 . ment entirely or are only partially 

asa % recorded by conventional meters. 
| one 4 Factory specifications guarantee accu- 

1 q racy of 98% at 1/4g. p. m.; 90% at 
g itly 4 1/12 g. p.m.; the most stringent accu- 
Ohio, 3 racy test ever applied to new meters 
lpany % 
pply- © SUSTAINED ACCURACY 


ina 

THE INITIAL ACCURACY OF PITTSBURGH 
IMO METERS IS SUSTAINED ACCURACY. 
Numerous tests show that even after 
several million gallons have been 
measured, Pittsburgh IMO Meters 
measure slightly better on the low 
flows than when first put into service 
and that their accuracy does not 
change at rates of flow above 1 g.p.m. 


© SILENT OPERATION 


ies 2 THE BASIC CONSTRUCTION OF THE PITTS- 

“ BURGH IMO is responsible for its quiet 
operation. Smoothly turning rotors, 
precision cut to mesh perfectly, re- 
volve with a semi-floating action as 
the water flows through the measur 


rmer 





\SSO- 4 ing chamber in a straight line. For 
ment “gi this reason the IMO can never become 
ie cae e noisy; there can be noclicking sound 
1c k x to annoy your consumers. 
reat- 
is i © LOW MAINTENANCE COST 
5 
and q PO cketnagh ssrsllagarsplag “To get all four, buy this one’—that's exactly why 
sues aq measuring chamber and its semi- more and more waterworks men are switching to the 


floating rotors increases the life of the PITTSBURGH IMO. In fa within the short period of 


ticu- 
working parts as compared to conven- two years, thousands of IMO Meters have been put in 


= Monee aereregoe eensen ongse service in over 1200 waterworks systems. No other 
was @& , meter has ever been given such wide public 
rank Be acceptance so quickly. 
om- ‘ : Although this acceptance came with unprece- 
were : dented rapidity, it was not given until after IMO Meters 
“on- 4 had been put through hundreds of the most rigid and 
I ‘ ‘ a severe tests by waterworks men. The absolute satis- 
nc., q — faction that the PITTSBURGH IMO METER is giving 
Cla- q is best expressed by the tributes paid to it in the many 
tee; E @ R letters received from users that substantiate any and 
Inc., : ( all of the claims that have been made. 
\eri- Do you know the complete story of the PITTS- 
Co- i wh BURGH IMO—ihe most accurate water meter ever 
; Ww : commercially built? Bulletin W-529 tells it, and will 
eS sent upon request. 
stry i 
it it & 
ance PITTSBURGH EQUITABLE METER COMPANY 
eri- ‘ MERCO NORDSTROM VALVE CoO. 
; i BUFFALO: PHILADELPHIA ‘ , MOINES - CHICAGO - COLUMBIA 
re : P eeore cus tay ames “Wain Offuces PITTSBURGH, PA. mens + OAKLAND » HOUSTON 
nat- : 
put- : 
the & ~ 3200 
As a Thousands of IMO Meters Are Now in Service — Over 30@:Water Works Systems Have Adopted Them 


gas 


Mr. 
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hours and production restrictions without in- 
creases in efficiency will reduce American liv- 
ing standards. He stated that though the ob- 
jective of the more abundant life is universal- 
ly applauded, methods which are now at- 
tempted will not only fail to accomplish the 
objective but will of necessity defeat its attain- 
ment and inevitably bring about reduced liv- 
ing standards. 

Mr. Beckjord said that the gas industry 
needs to tell its story more dramatically and 
comprehensively to the American public and 
the logical way is through increased localized 
newspaper advertising to supplement current 
national advertising. 

A far-reaching sales promotion program for 
“CP” (Certified Performance) Gas Ranges to 
extend into 1941 and 1942 as well as for the re- 
mainder of this year was approved during the 
convention by the “CP” Sales Management 
Committee. 

An important phase of the convention was 
the series of divisional meetings held on the 
afternoon of the second day, when promo- 
tional plans for the sale of major gas appli- 
ances and equipment were discussed. 

The divisions and the chairmen were as 
follows :— 

Domestic Gas Range, W. E. Derwent, vice- 
president, Geo. D. Roper Corp., Rockford, 
Ill.; Gas Water Heater Division, L. R. Men- 
delson, president, Hotstream Heater Co:, 
Cleveland, Ohio; Gas House Heating and Air- 
Conditioning Equipment Division, W. L. Seel- 
bach, secretary, The Forest City Foundries 
Co., Cleveland, Ohio; Direct Heating Equip- 
ment Division, E. C. Adams, president, Adams 
Brothers Manufacturing Co., Pittsburgh, Pa.; 
Gas Valve and Fittings Division, R. L. 
O’Brien, president, Detroit Brass and Malle- 
able Works, Detroit, Mich.; Thermostatic 
Control and Accessories Division, W. A. Lean, 
general sales manager, 
Newark, N. J., and the Industrial Gas Equip- 
ment Division, F. J. Fieser, of Fieser-Lundt, 
Inc., New York, N. Y. 


Two Engineering Laboratories 
Opened by Chrysler 


c= SLER Corporation recently celebrated 
its 15th anniversary by opening two new 
engineering and research buildings at Highland 
Park, Michigan. Employing the finest facilities 
available, it is said that these buildings will 
comprise one of the world’s great scientific 
establishments. 

In opening these two buildings the Corpora- 
tion has added to its already extensive facili- 


The Wilcolator Co., 





DICKE TOOL CO., Ine. 
DOWNERS GROVE, ILL. 
Manufacturers of 
Pole Line Construction Tools 
They’re Built for Hard Work 











ties, 162,000 square feet of floor space devoted 
to engineering and research, This almost 
doubles its previous engineering equipment. 
In these new buildings are 94 laboratories, 
offices and test rooms for practically every 
conceivable scientific use. 

According to K, T. Keller, president of the 
Corporation, the important thing about these 
new laboratories is not what you see. They 
are built to give free rein to the creative im- 
agination of Chrysler Corporation engineers. 
To give them the best possible facilities to 
look ahead five, ten, fifteen years and develop 
the kind of fundamental automobile improve- 
ments for which the Corporation is known. 

In the interest of creating better products 
Chrysler Corporation has spent more than 57 
million dollars in engineering and product de- 
velopment during the past 15 years and these 
new facilities, dedicated to “new worlds in 
engineering” and designed to extend the range 
of human perceptions beyond the normal gifts 
of sight, hearing, touch, taste, and smell, are 
its pledge to the motoring public that progress 
is on the march in the automobile industry. 


Columbia Gas & Electric 
Plans New Pipe Lines 


HE construction of additional gas pipe- 

lines from West Virginia to New York 
State is planned by the Columbia Gas & Elec- 
tric Corporation. According to a recent an- 
nouncement, the new program will require an 
outlay of $1,787,255. 

The new pipeline, paralleling and supple- 
menting existing equipment, will enable three 
Columbia subsidiaries—Home Gas Co., Bing- 
hampton Gas Works and Keystone Gas Co., 
Inc., in New York—to obtain additional gas 
estimated at 2,500,000 mcf annually from 
United Fuel Gas Co., another Columbia sub- 
sidiary with producing properties in West 
Virginia. 


Truck Sales Increase 


TOTAL of 48,509 truck sales reported by 
Chevrolet dealers for the first quarter of 
1940, a gain of 3,970 units over the same period 
last year, was the basis for a_reaflirmation of 
confidence in the present business outlook by 
William E. Holler, general sales manager. 
The importance of truck sales as a means 
of analyzing the business outlook is generally 
recognized, Mr. Holler asserted. The strong 
showing made by Chevrolet dealers in the first 
quarter of the year, plus the indications of an 
upward trend as truck buyers begin renovating 
their fleets for spring and summer work, indi- 
cates beyond question that business has confi- 
dence in the immediate outlook. 


Considers $414 Million Plant 


LANS for the construction of a $4,500,000 

High Bridge power station addition in St. 
Paul are being considered by the Northern 
States Power Company, according to a recent 
announcement. 
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tories An organization with over 25 years’ specialized 
Aig experience in the design and manufacture of 
hee transformers. 

3B sat A company with a record of outstanding in- 
ineers, stallations in plants and on the lines of some 
ran of the country’s leading industrials and utili- 
prove- ties. 

oducts © A factory with the most up-to-date equipment 
mg: for the manufacture of transformers, from the 
| these smallest distribution to the most complex type 
— for furnace, high voltage and industrial use. 
| its A capable engineering and research depart- 
ogress _ ment which has been responsible for many im- 
amis portant improvements, contributing greatly to 
Cc \ transformer development and progress. 
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DAVEY TREE TRIMMING SERVICE 


JOHN DAVEY 
Founder of Tree Surgery 


Davey Clears Lines 


@ Economically 
@ Skillfully 
@ Quickly 
@ With Safety 


Always use dependable Davey Service 


DAVEY TREE EXPERT CO. KENT, OHIO 


DAVEY TREE SERVICE 























Wilson, Herring and Eutsler's 


PUBLIC UTILITY 
REGULATION 


571 pages, $4.00 


N analysis of the nature, extent, and problems of 

public utility regulation in the United States, 
with emphasis upon the expanding role of the Federal 
Government in the regulation of public utilities, its 
activities in undertaking power projects and pro- 
moting rural electrification, and the issues involved 
in governmental ownerships. The well-rounded treat- 
ment and critical viewpoint will be of aid to all who 
are interested in evaluating the present status of 
public utility regulation, its strengths, weaknesses, and 
significance for privately-owned industry. 


Order from 


Public Utilities Reports, Inc. 


Munsey Bidg. Washington, D. C. 








HI-PRESSURE CONTACT 


characterize all 


R&LE swrcune coupne 


The Hi-Pressure contact, a feature originated 
The Railway and Industrial Engineering Co 
pany, has revolutionized modern switch desig 
Switch contacts are wiped clean of dirt, corrosio 
metal oxides, etc., with each operation and a cle 
metal to metal contact is assured. 


Pressure is constant, assuring a contact which 
free from the arcing or spitting which interfer 
with proper radio reception. 


The original Hi-Pressure contact switches ha 
been giving satisfactory service under all operatit 
conditions for many years. 


RAILWAY& INDUSTRIAL 


ENGINEERING CO. 
GREENSBURG, PA. 
Sales offices in principal cities 
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RILEY STEAM GENERATING UNIT 


Installed in the plant of 


A Large Texas Utility 
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l 
250,000 Pounds of Steam per hour. 975 lbs. Steam 
Pressure. 910° F. Steam Temperature. 


Riley Boiler, Superheater, Steam Temperature Control, 
Economizer, Air Heater, Water Walls, Steel Clad 
Insulated Setting. 


RILEY STOKER CORPORATION 


WORCESTER, MASS. 


BOSTON NEW YORK PHILADELPHIA PITTSBURGH BUFFALO CLEVELAND DETROIT SEATTLE 
8T. LOUIS CINCINNATI HOUSTON CHICAGO ST. PAUL KANSAS CITY LOS ANGELES ATLANTA 


COMPLETE STEAM GENERATING UNITS 


BOILERS - SUPERHEATERS - AIR HEATERS - ECONOMIZERS - WATER-COOLED FURNACES 
PULVERIZERS - BURNERS - MECHANICAL STOKERS - STEEL-CLAD INSULATED SETTINGS 
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Dictograph Intercommuni ting Equipment being used by Customer Contact Clerk in securing credit veri- 
fication from History records. Loud Speaking Equipment allows both hands of History Clerk free for 
handling necessary records while relaying information. 


IMPROVE YOUR 
CUSTOMER CONTACTS 


How rapidly can your Contact Clerks take 
care of service applications . .. bill ques- 
tions . . . complaints? 

How satisfactorily to your customer? ... Do 
your transactions pass the "peak load test"'? 


Unless your Company has a perfect score on these questions you will 
want to know more about the Dictograph Customer Contact System. 


Specially designed Dictograph Intercommunicating Equipment for Con- 
tact Clerks provides instant entree to Credit, Meter Records, Service 
and Unit book information. Green and red signals bring back Credit 
approval or rejection,—swiftly ... silently! Loud speaking Dicto- 
graphs for Credit and Service Clerks permit use of both hands for 
record references, enabling personnel to check records speedily and 
accurately during peak periods. 


Existing record facilities can be linked up to centralized Customer Con- 
tact Clerks by means of Dictograph. Applications, Duplicate Bills, 
Comparative Readings, High Bill Complaints, Discounts, etc., can 
be efficiently and speedily handled. 


May we have our Special Utility Representative call to discuss your 
problem with you .... no obligation. 


DICTOGRAPH SALES CORPORATION 
580 Fifth Avenue, New York 
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A STITCH 
IN TIME.. 


ET.L. is prepared to help you 
pre-determine performance 
and quality of new equip- 
ment... prepared to give 
you, by test, the “stitch in 
time” information that often 
saves needless waste and ex- 
pense. 


By taking advantage of 
E.T.L.’s extensive facilities, 
the utility not only enlists 
the aid of our many years ex- 
perience in the testing field 
to supplement its own re- 
search department... but 
avoids heavy investment in 
special apparatus. 


Know by Test! 


ELECTRICAL 
TESTING 
LABORATORIES 


East End Avenue and 79th Street 


New York, N. Y. 





ASPLUNDH 


ECONOMICAL LINE CLEARI} 


Craftsmen engaged in 
shaping trees to accomo- 
date lines for the smooth 
transmission of light, power 
and communications. 


ASPLUNDH TREE EXPERT COMPANY 
Home Office JENKINTOWN, PA. Ogontz 3750 


Chicago, Ill. Randolph 7773 Columbus, Ohio Adems 5432 
Binghamton, N. Y. Binghamton 4-5314 Alexandria, Va. Alexandria 358) 


Write for our lilustrated Booklet 


LINE CLEARING 


P. U. R. QUESTION 
SHEETS 


AN EDUCATIONAL OPPORTU- 
NITY for public utility men. A 
fortnightly quiz of ten questions 
and answers on practical financial 
and operating questions discussed 
and decided by the State and 
Federal Commissions and Courts 
in their investigations of public 
utility companies. 


Ten questions and answers every 
two weeks—annual subscription 
$10.00. 


Send your order to— 


PUBLIC UTILITIES 
REPORTS, INC. 
1038 Munsey Bldg., Washington, D. C. 
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MAP 


of the 


PUBLIC POWER PROGRAM 


ew wo” 


‘Federal Financing and Location 


of 


Public Power Projects; 1933-1939” 


—the most comprehensive, visual 
presentation ever made of the pub- 
lic power program. The map shows 
accurately the cost and location of 
all federal, district, state and mu- 
nicipal power projects. 


The extensive operations of the 
R.E.A. on a national scale are por- 
trayed for the first time. Few real- 
ize the growth, cost, and signifi- 
cance of this important develop- 
ment. 


A simple color scheme and dis- 
tinctive symbols, designating the 
different types of projects, facili- | 
tate use of the new map. More than § 
350 geographic localities in which 
federal funds have been expended 
are clearly indicated. 


Invaluable to all those interested 
in the public power program. Suit- jj 
able for framing and wall use (size 
29 in. x 42 in.). 


Informative . Complete . Concise . Up-to-date 


Price: $2.00 a copy 


Shipped unfolded in special mailing tube, post- 
age prepaid in the United States and Canada. 


P. U. R. Executive Information Service 


1040 Munsey Bldg. 


Washington, D. C. 
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7: GEAR TRAIN 


ided 

= The oil makes and keeps the gear train 
sted aes : 
. fe extremely sensitive and accurate... min- 
wed imizes wear... prevents corrosion and 
ell electrolytic action... protects against de- 


posits of foreign matter. @ Like all other 
Trident features, old and new, the Oil- 
Enclosed Gear Train is interchangeable 


ite 
on all types of Tridents now in service. 


NEPTUNE METER COMPANY - 50 West 50th Street, NSW YORK CITY 


@ The Qil-Enclosed Gear Train marked 

another Neptune pioneering step-forward 

C. in the improvement of the modern water 
meter. 
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LIGHTING 


APPLIANCES 





@) 
C5 


Four #14 Type R Code 


Small Diameter Building Wires  ““e"* 


As you well know, the changes in the new National Electrical Code 
open up great opportunities for the rewiring of existing “bottle-neck”’ 
branch circuits. 


For this rewiring, it will pay you to specify CRESCENT ENDURITE 
Rubber Insulated Type RHT and CRESCENT SYNTHOL Synthetic In- Six #14 Type RHT 
sulated Type SN SMALL DIAMETER BUILDING WIRES which are Small Diameter 


unexcelled in quality, ease of installation and permanence. Wires — 6075 


Two typical examples of the increase in capacity possible in existing 
14" conduit are shown in the two lower figures on the right. 


Four #14 and one 

#10 insulated neu- 

tral Type RHT per- 
mit 8100 Watts 


All types of Building Wire and all kinds of Special Cables to meet A.S.1.M. ‘A.R.A., 
1.P.C.E.A., N.E.M.A., and all Railroad, Government and Utility Companies’ Specifications. 
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Straight Facts 
rom crooked pipes 








MALL scale testing in Westing- 
house laboratories often reveals 
hidden secrets that prove help- 
lul in bringing about new economies 
in the operation of steam powered 
senerating units. Above you see an 
engineer testing the effects of turbine 
team pipe expansion caused by 
lemperature increases. Complicated 
shapes and branch lines can be 
added as desired, and the resulting 
changes determined in fraction of time and with more accuracy than with 
equation and slide rule. Thus Westinghouse is ever on the alert, both to help 
you supply electricity more economically and to give you new ways of add- 


ing profitable load. 
WESTINGHOUSE ELECTRIC & MANUFACTURING COMPANY, EAST PITTSBURGH, PA. 
Tune in “Musical Americana,’ N. B. C. Blue Network, every Thursday evening. 


Westinghouse (w 


ELECTRICAL PARTNER OF TH CENTRAL STATION INDUSTRY 
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P. U. R. DIGEST 


CUMULATIVE 


A Digest That Is Serviced 


The Only Complete Digest of Public Service Law and Regulation 





A WORK OF PRIMARY AUTHORITY CONTAINING THE 
DECISIONS AND RULINGS OF THE 


United States Supreme Court 
pene tar United States Circuit Courts 
of Appeals 

COVERING United States District Courts ALPHABETICAL 
FIFTY YEARS State Courts CLASSIFICATION 

Federal Regulatory OF SUBJECTS 
AN EXHAUSTIVE Commissions 
SURVEY OF State Regulatory Commissions A GREAT REVIEW 
Insular and Territorial Regu- 

THE LAW latory Commissions 


SIMPLE 


A GREAT SERVICE 











WRITE FOR PRICE AND PAYMENT PLANS 


PUBLIC UTILITIES REPORTS, INC. 


Tenth Floor, Munsey Building, Washington, D. C. 
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TAKES CARE O47 LETTERS ASZZZY 


ONLY ROYAL HAS IT! 


Simple as turning on a light! 
With this startling, new type- 
writer.improvement, margins are 
automatically changed to fit each 
piece of typing. 

You may never have thought 
much about margins. But your 
secretary has! She has had to 
“size up” every letter—then set 
it up ... struggle with tedious 
hand-set margin “stops’—waste 
your time and hers! 


Now that’s all over—in thou- 
sands of offices. In yours, if you 
say the word! MAGIC Margin 
sets margins by a flick of a finger. 
It works wonders with reports 
and forms . .. helps to make 
every letter better. 


CALL ROYAL... 


Give the New Easy-Writ- 
ing Royal THE DESK 

T— it costs nothing. 
And it will prove every- 
thing. In your office, with 
your own operators—Com- 
pare the Work! 


With MAGIC Margin (a 
patented Royal feature) the 
operator can instantly (1) ar- 
range left- and right-hand mar- 
gins of any letter; (2) indent 
paragraphs and quotations; 
(3) set up any series of 
points; (4) work wonders 
with complex forms of every 
kind and shape. 


Royal Typewriter Co., Inc., 
2 Park Avenue, New York. 
Factory: Hartford, Conn. 


*Trade-mark, Reg. U. 8. Pet. 


= BR BW... 1940, 


D’S NO. | TYPEWRITER 


Royai 


Ino. 
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Make it snappy, Sister/ 


Tus DOCTOR can’t sit listea 


ing to your tale of woe. He’s not 


a private physician. 


He works for the government, not 


you. You're just one of the people as- 
signed to him by the political overseer. 
Ten more of you are in the waiting 
room, with twenty or thirty to come. 

You can’t expect time and sympathy 
under conditions like that. 

So snap into it, comrade! Briefly 
now, what seems to be the trouble? 


zxkKkek* 


That’s socialized medicine, run by 
politicians and paid for by payroll taxes. 

Compare it with the traditional 
American system of private medicine, 
in which the individual freely selects 
and consults the doctor in an atmos- 
= of intimate and friendly con- 
dence. 

Private medicine has done a mag- 
nificent work. Our average life expect- 


ancy is the highest in the world. Serious 
diseases are under increasing control. 
Infant and maternal mortality rates are 
lower than ever. 

But this does not interest those who 
want to set up socialized medicine. 
Law after law is presented to the 
U. S. Congress and State Assemblies to 
put the relations between doctors and 
patients under political control. 

Unless Americans want to sign up 
for all time they should reject these 
Government Health legislative pro- 
posals flatly, without delay. 


This message is published by 


NATION'S BUSINESS 


It is the 42nd of a series contributed to a 
better understanding of free American en- 
terprise. Regardless of your political affili- 
ations, if you have a point of view you would 
like to express on developments now shaping 
in the field of public policy relative to the 
medical profession, why not write to your 
Congressman and Senator? 
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PROFESSIONAL DIRECTORY 


® This Directory is reserved for engineers, account- 
ants, rate experts, consultants and others equipped to 
serve utilities in all matters relating to rate questions, 
appraisals, valuations, special reports, investigations, 
financing, design and construction. 




















THE AMERICAN APPRAISAL GOMPANY 


INVESTIGATIONS « VALUATIONS e¢ REPORTS 
PROPERTY EXAMINATIONS AND STUDIES for 
ACCOUNTING AND REGULATORY REQUIREMENTS 

CHICAGO + MILWAUKEE + NEW YORK + WASHINGTON ~ And Other Principal Cities 








BARKER & WHEELER, Engineers 


11 Park Place, New York City. 36 State St., Albany, N. Y. 





Designs and Construction—Operating Betterments—A ppraisals, Rates—Office Systems 





Twenty Years Special Experience in Development of Original Costs, Restoration of Capital Accounts, 
Installation of Perpetual Property-Record Systems, and Special Problems of Municipal and Other Non- 
Centralized Properties. 








DAY & ZIMMERMANN, INC. 
ENGINEERS 
NEW YORK _ PHILADELPHIA CHICAGO 


PACKARD BUILDING 


i igs eG SPUN OS RAIS alt reat cla ARIE AR, AA BNR Se 








oasox DCO, Bacon s Davis, anc. mar cusne 


CONSTRUCTION 


OPERATING COSTS Engineers 


VALUATIONS AND REPORTS 
CHICAGO PHILADELPHIA NEWYORK LOS ANGELES WASHINGTON 


aeen GIBLES 








LIVINGSTON, McDOWELL & CO. 


CERTIFIED PUBLIC ACCOUNTANTS 
Members 
AMERICAN INSTITUTE OF ACCOUNTANTS 

PENNSYLVANIA INSTITUTE OF CERTIFIED PUBLIC ACCOUNTANTS 

1518 WALNUT ST. PHILADELPHIA, PA, 

D. M. LIVINGSTON, C. P. A. ( PA.) 

FORMER MEMBER: C. WHITFORD MCDOWELL, C, P. A. (PA.) (MD.) 

PENNSYLVANIA PUBLIC UTILITY COMMISSION 


Utility 
Consultants 
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J. H. MANNING & COMPANY 
Field Building 


120 Broadway 
New York ENGINEERS icago 
Business Studies Purchase—Sales Valuations 
New Projects Management Reorganizations 
Consulting Engineering Mergers 
Public Utility Affairs including Integration 








SANDERSON & PORTER 


ENGINEERS 
VALUATION DEPARTMENT 
APPRAISALS AND RATE QUESTIONS 


NEW YORK 





CHICAGO 





Sargent & Lundy, Incorporated 
ENGINEERS 
Steam and Electric Plants 
Utilities—Industrials 
Studies—Re ports—Design—Supervision 
Chicago 














STONE & WEBSTER ENGINEERING CORPORATION 


DESIGN AND CONSTRUCTION 
REPORTS + EXAMINATIONS * APPRAISALS 
CONSULTING ENGINEERING 


BOSTON « NEW YORK « CHICAGO « PITTSBURGH ¢ SAN FRANCISCO ¢ LOS ANGELES 








BLACK & VEATCH CHENEY AND FOSTER 
Engineers and Consultants 


CONSULTING ENGINEERS 
Appraisals, investigations and _ re- 
ports, design and supervision of con- 
struction of Public Utility Properties 

KANSAS CITY, MO. 61 BROADWAY 


NEW YORK 


4706 BROADWAY 








EARL L. CARTER ROBERT E. FOLEY 
Erecting Engineer 


Consulting Engineer 
Telephone Lines—Rural Lines—Fire Alarms— 


REGISTERED IN INDIANA, NEW YORK, OHIO, 
PENNSYLVANIA, WEST VIRGINIA, KENTUCKY 
Transmission Lines 


PUBLIC UTILITY 
VALUATIONS AND REPORTS 
48 Griswold St. 


814 Electric Building Indianapolis, Ind. 




















(Concluded on following page) 





Binghamton, N. Y. 


Public Utilities Fortnightly June 20, 194 





PROFESSIONAL DIRECTORY (concluded) 








Francis S. HAaBERLY 
ENGINEER 


Appraisals—Property Accounting Reports 
—Cost Trends 


122 SOUTH MICHIGAN AVENUE, CHICAGO 


SLOAN & COOK 
CONSULTING ENGINEERS 


120 SOUTH LA SALLE STREET 
CHICAGO 


Appraisals—Original Cost Studies 
Depreciation, Financial, and Other Investigations 














JACKSON & MORELAND 
ENGINEERS 


PUBLIC UTILITIES—INDUSTRIALS 
RAILROAD ELECTRIFICATION 
DESIGN AND SUPERVISION—VALUATIONS 
ECONOMIC AND OPERATING REPORTS 


BOSTON NEW YORK 


Consulting Engineer 


Construction Supervision 
Appraisals—Financial 
Rate Investigations 


1510 Lincoln Bank Tower Fort Wayne, Indiana 

















JENSEN, BOWEN & FARRELL 


Engineers 
Ann Arbor, Michigan 


Appraisals - Investigations - Reperts 
_ , im connection with 
rate inquiries, depreciation, fixed capital 
reclassification, original cost, security issues. 








Representation in this Professional Directory 


may be obtained at very reasonable rates. 7)" 


Kindly address inquiries to: 
ADVERTISING DEPARTMENT 
Public Utilities Fortnightly 
1038 Munsey Building 
Washington, D. C. 











SAVE MONEY WITH VARI-TYPER 


Many Utility Companies are saving money by omg J the Vari-Typer 
. . . the composing Type Writer with changeable faces and spaces. 
This compact office machine reduces composition and printing costs 
for rate schedules, office forms, bulletins, booklets, folders, etc., 
for either mimeograph or offset reproduction. Investigate the sav- 
ings possible on all your required printing. 

WRITE TODAY for new demonstration portfolio, “How Utility 
Companies are Saving Money with Vari-Typer’ with actual samples 
of work produced. 


RALPH C. COXHEAD CORPORATION 
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MUNICIPAL PLANTS, 


List of municipalities voting on public own- 
= of local electric utilities, 1934-1939, 


Municipal utility ownership elections, 1934- 
1939, 294. 

Revenue bond an experiment in public fi- 
nance, 46. 

Weak local government as affecting munic- 

ipal utility service, 427. 
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NATIONAL DEFENSE, 


Actual operation of single electric utility on 
day of peak demand, 746. 

American power prepared, 745. 

Edison Institute discusses, 806. 

Rearmament challenge to utilities, 779. 

Spare power capacity of operating electric 
utilities in United States, 746. 


NATURAL RESOURCES, 
Chamber of Commerce forum on regulation 
of, 684. 


NAVIGATION, 
See also St. Lawrence Waterway. 


NEBRASKA, 
Power projects, 270. 


NEW DEAL, 
—- criticism of regulatory policy, 
490. 


NEW YORK, 
Commission reports progress, 363. 


NORTH AMERICAN COMPANY 
Holding company analysis, 741. 


POLITICIANS, 
Take a hand at utility regulation, 344. 


POLITICS, 


Republican criticism of New Deal regula- 
tory policy, 490. 

Taft views on utilities and business, 579. 

Washington outlook for utilities in 1940, 3. 

Willkie candidacy as boom or bouquet, 71. 


PRIVATE SALE, 
Financing of securities by, 387. 


PRODUCTION, 
Rising cost as affecting investors, 204. 


PROFITS, 


Radio, government control of, 278. 
Sharing of, the key to regulatory success, 


PROPAGANDA, 
Big-corporation bugaboo, 26. 


PUBLIC OWNERSHIP, 


Antiutility tide turns, 80. 

Cumulatively adverse effect upon shrinking 
— of taxpaying private enterprise, 
72 

German railway system as standard of gov- 
ernment operation, 428. 

Government ownership of railroads, 48. 
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PUBLIC OWNERSHIP—continued. 


List of municipalities voting on public own- 
oo of local electric utilities, 1934-1939, 
298. 

Municipal utility ownership elections, 1934— 
1939, 294 

Nebraska power projects, 270. 

Restricting markets for Federal power, 67. 

Washington outlook for utilities in 1940, 3 


PUBLIC RELATIONS, 
Antiutility tide turns, 80. 
Speakers furnished by public utilities, 395. 
What utilities can do about, 719. 


PUBLIC UTILITIES, 


Antiutility tide turns, 80. 
Big-corporation bugaboo, 26. 
Continuing property records for regulatory 
accounting, 535. 
= use of service, responsibility for, 
6. 


Digest of recent state laws, 426. 

Federal Bar Association Utilities commit- 
tee report, 748 

FPC encroachment on state jurisdiction 
over, 613. 

Gas and electric industries look back on 
1939, 107 

Insurance policyholders’ stake in, 643. 

Obsolescence of public utility concept, 559. 

Public relations of, 395, 719. 

Rearmament challenge to, 779. 

Republican criticism of New Deal regula- 
tory policy, 490 

Restricting markets for Federal power, 67. 

Short informal analysis of whole situation, 
680. 

Washington outlook for, in 1940, 3. 

Weather forecasting as affecting, 233. 


RADIO, 
Government contral of profits, 278. 


RAILROADS, 


German railway system as standard of gov- 
ernment operation, 428. 

Ownership oi, radio debate on, 48. 

Political party platiorm plank demanding 
parity of railroad rates, 344. 

Riding the plush in Finland, 469. 

RATES, 

Comparison of industrial power rates, 600. 

Codrdinated Federal power rate policy 
wanted, 594. 

Federal Bar Association committee report, 
748. 

Flexibility in rate making, 168. 

FPC summary of electric bills, 113. 

Hand-set charges, changes during 1939, 285. 

Political party platform plank demanding 
parity of railroad rates, 344 

Profit sharing the key to regulatory suc- 
cess, 787. 
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RATES—continued. 


Regulation and taxes as factor, 164. 
Satisfactory, rather than reasonable, 748. 
Taxation as factor, 164. 

Temporary, good and bad, 214. 
Washington plan for gas utilities, 660. 


RECLAMATION, 


Power program continuance, 13. 


REGULATION, 

As factor with taxation in utility rate mak- 
ing, 164 

Obsolescence of public utility concept, 559. 

Politicians take hand at, 344 

Power policy powwow between Federal 
regulators and bankers, 686. 

= sharing the key to regulatory success, 
7 


Republican criticism of New Deal regula- 
tory policy, 490. 


REORGANIZATION, 
See Holding Company Act. 


REVENUE BONDS, 
Experiment in public finance, 46. 


RURAL SERVICE, 
Advances in rural electrification claims by 
REA, 422. 
Good neighbor policy of line extension, 403. 


ST. LAWRENCE WATERWAY, 


Canadian looks at, 556. 

Economic effects of development, 333. 

Chicago water diversion demands as affect- 
ing, 323. 

Ottawa viewpoint on, 131. 

Washington viewpoint on, 135. 


SECURITIES AND EXCHANGE 
COMMISSION, 


See also Holding Company Act. 

Accounting regulations affecting dividends 
and depreciation, 479. 

Data on purchases and contracts required 
by, 483 

Interlocking personnel under fire, 293. 


SECURITY ISSUES, 


Capital set-up of corporation, 160. 

Earnings and production costs as affecting 
investors, 204. 

Insurance policyholders’ stake in the utili- 
ties, 643 

New financing retarded by show cause or- 
ders on integration, 415. 

Private sale of, 387. 

Revenue bond an experiment in public fi- 
nance, 46, 

SEC explanation of position on common 

stock financing, 289. 





SENATE, 
Vote on St. Lawrence waterway, 139. 


SERVICE, 


Criminal use of, responsibility of utilities, 
586. 


Economics of extending gas mains, 617. 
Electric submetering problem, 109. 


Rural line extension as good neighbor pol- 


icy, 403. 


STANDARD GAS AND ELECTRIC 
COMPANY, 


Gyration of securities, 228. 
Holding company analysis, 548. 


STATES, 


FPC encroachment on jurisdiction, 613. 
Nebraska power projects, 270. 


SUBMETERING, 
Meeting problem of, 109. 


TABLES, 


Bonneville dam: Federal Power Commis- 
sion computation of power’s share of to- 
tal costs, 596 

Canal cost, estimated and actual, 556. 

Capital set-up of corporation, 161. 

— of data for railways and rivers, 

i 


Comparison of industrial power rates, 600. 

Depreciation ratio to revenue and ratio de- 
preciation reserve to plant investment, 
480 


Distribution of rate reductions by customer 
classes, 793. 

Electric Power & Light a hold- 
ings, income, and equity, 481, 

Estimated value of Electric Bond “nat Share 
investments, 417. 

Estimated value of Standard Gas and Elec- 
tric assets, 550. 

FPC summary of electric bills, 114. 

Hand-set charges, changes during 1939, 285. 

Increased ratio of taxes to revenues, 288. 

Investments of Electric Bond and Share 
Company, 416. 

Margin of earnings, 210. 

Municipalities voting on public ownership of 
local electric utilities, 1934-1939, 298. 

— American Company statistics, 742, 

3 


Power plants on reclamation projects, 17. 

Rate bases, earnings, rates of return, and 
rate reductions, 789. 

Ratio of dividends to earnings for various 
companies, 713. 

Reorganization figures, 524. 

a of electricity and revenues therefrom, 

State-by-state record of municipal owner- 

ship elections, 297. 
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TABLES—continued. 





Trend of earnings of selected utilities, 1914- 
1920, 206. 

TVA project: Breakdown of capital ac- 
count as of June 30, 1939, under alloca- 
tion made by TVA board, 598. 


TAFT, ROBERT A., 
Views on utilities and business, 579. 


TAXES, 


As factor in rate making, 164. 
Increases in, 288. 
TVA tax hangover, 527. 


TECHNOLOGY, 


Technological unemployment—a fact or a 
fallacy, 554. 


TELEPHONES, 
a use of service, responsibility for, 


Hand-set charges, changes during 1939, 285. 
Taxes per telephone subscriber, 605. 


TEMPORARY RATES, 
Good and bad, 214. 


TENNESSEE VALLEY AUTHORITY, 
Annual report and its kickback, 170. 
Battle lost by, 451. 
Congressional debate on, 679. 
Cumulatively adverse effect upon shrinking 


margin of tax-paying private enterprise, - 


728. 
Labor relations of, 492. 
Tax hangover, 527. 


TRANSPORTATION, 
Moving the masses in modern cities, 683. 


UNEMPLOYMENT, 


Technological unemployment—a fact or a 
fallacy, 554. 


UNITED STATES, 


Bonneville dam: Federal Power Commis- 
sion computation of power’s share of total 
costs, 596. 

Control of radio profits, 278. 
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UNITED STATES—continued 





Codrdinated Federal 
wanted, 594. 

Economic freedom and Federal action, 166. 

F a encroachment on state jurisdiction, 


power rate policy 


Nebraska power projects, 270. 

Ownership of railroads, 48. 

Power policy powwow between Federal 
regulators and bankers, 686. 

Power program continuance, 13. 

Regulation of waterways, 621. 

Restricting markets for Federal power, 67. 

Rural electrification advances claimed by 
REA, 422. 

Supreme Court attitude on Federal steam- 
power operations appraised, 421. 

TVA annual report and its kickback, 170. 

TVA loses its battle, 451. 

TVA project: Breakdown of capital ac- 
count as of June 30, 1939, under alloca- 
tions made by TVA board, 598. 

Washington viewpoint of St. Lawrence pro- 
posal, 135. 


VOTING, 
Stockholder control, 707. 


WAR, 


American power prepared, 745. 
British rate increases under pressure of, 


Canadian viewpoint of St. Lawrence pro- 
posal affected by, 131. 

Public utility outlook affected by, 3. 

Rearmament challenge to utilities 779. 


WASHINGTON, 


Viewpoint on St. Lawrence proposal, 135. 
Washington plan for gas utilities, 660. 


WATER, 


See also St. Lawrence Waterway. 
Central valley reclamation project, 653. 
Chicago wants more, 323. 

Federal government regulation of, 621. 


WEATHER, 
Forecasting and the utilities, 233. 


WILLKIE, WENDELL, L., 
Candidacy a boom or a bouquet, 71. 














27,0010 MILES OF TORTURE 
WITHVDUT A LETDOWN! 


e put our 


NYPOID AXLES 
o the test at Sardis Dam: +“ 
and look what happened / 


Down in Mississippi, at the Sardis Dam, Chevrolet found a 
ruck proving ground that was death on rear axles. Millions of 
yards of gravel had to be moved, and moved fast. Trucks were 
arrying six-ton loads over a rutted road, up a quarter-mile 
24 per cent grade. 

No truck can take that kind of punishment indefinitely— 
and rear axles suffered a high mortality. 


Chevrolet engineers eagerly accepted the challenge. They 
yanked the bevel gear axles out of two 1939 Heavy Duty trucks, 
and installed Chevrolet’s new 1940 hypoid-gear rear axles. 


What happened? Conventional axles were having trouble 
on an average of every 7,725 miles—but these 1940 hypoids did 
27,000 miles without a failure. That was proof enough for our 
engineers. They brought those axles to Detroit, and found 

athem still good for more thousands of miles. 

Few trucks have to take such a beating as these two Chev- 
rolet trucks took. But Chevrolet engineering demands that its 
trucks shall have extraordinary reserve strength. So—today— 
all new 1940 Chevrolet trucks have this vastly stronger, more 
efficient, and longer-lived rear axle. Hypoid means low costs. 


Galle 


From the gravel pit to Sardis Dam 
are ten miles of rough going and steep 
grades. Here Chevrolet's 1940 hypoid- 
gear rear axles proved their superior- 
ity over spiral-bevel-geared axles. 


LEFT—NEW 
HYPOID PINION 


J 
RIGHT—CONVENTIONAL 
SPIRAL BEVEL PINION 
These two drive pinions fit the same 
size ring gear—yet the hypoid pinion 
is 53.6% heavier, and has 37% greater 
tooth contact and 20% lower tooth 
pressure. 

CHEVROLET MOTOR DIVISION 

General Motors Sales Corporation 

DETROIT, MICHIGAN 


NOME MOONS 
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Sequel to the Broken Mirro: 


LMOST twenty years ago to a day, Charles 
Amck Steinmetz entered ‘his dittle sum- 
mer shack on the bank of the Mohawk River to 
find mute evidence of the violent intruder— light- 
ning. It didn*t take him long to identify.the culprit. 
And he didn’t wait a minute before he set about 
what has since become an unending’ study of 
lightriimg’s characteristics—particularly its effect 


on the operatidn of electric power systems. 


The names of Steinmetz and Peek during the 
early twenties, and McEachron, Lewis, and Foust 
more recently,*have been associated in our in- 
dustry with practically every major achieve- 
ment in’ lightning investigation. The work of the 
latter group,in, adapting,.in 1928, the cathode- 
ray oscillograph to the measurement of lightning 
enabled the : first ’recording, in Pennsylvania, 


of a direct stroke on. a transmission line. Théir 


efforts in developing the surge-voltage recorde 
surge-crest ammeter, and high-speed photograph 


have made it possible to record the amperag 


and characteristics of as many as. 734 dired 


strokes on fransmission lines a” one year; t 
measure and analyze as many as 42 direct hit 
on the Empire State Building during oné lightnin 


season. 


The sequel to the broken mirror is a story 0 
continual investigation—a planned.G-E tesearc 
program that each’ year “adds. some new know] 
edge to a rich fund which has been’ largely r¢ 
sponsible for the success to date'in making e!c¢ 
tric service immune to lightning. These accom 
plishments are in one way or another reflected 
in the design and performance of practical! 


every G-E product you buy. 
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